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INNOVATION OUTLINE 

I. Trade Secrets 

A. Intro:
1. Development of TS 
a. Guilds (collection of craftsmen in a trade) 
i. Invested time and resources in training, innovation and perfecting their craft 
ii. Developed “human capital” and “know-how” 
b. Information is ordinarily a “public good” 
i. Keeping it secret turns into a private good (justifying investment) 
ii. Disclosing it deprives it of independent value 
· Once in public domain info may lose proprietary value (apart from its common value to all) 
c. How can information be kept secret? 
i. Don’t disclose it 
· Except to employees who must practice it 
· And then prevent them from disclosing it via contract law (express/ implied employment agreement) 
· And business partners who must evaluate it 
· Via contract law (NDA) 
· But not to others who don’t have a need to know 
ii. And keep others from improperly learning it  
· By theft or misappropriation via business tort law (implied duty) 
2. Theories of TS protection
a. Utilitarian (consequentialist): encourages inventive activity by protecting the fruits of those efforts (TS as productive property) 
b. Moral (deontological): deters efforts that have as sole purpose the redistribution of wealth from one to another (wrongful acquisition of another’s property) 
3. TS v. Patent 
a. Novel in patent requires it not be known by any other person, where as TS only required not be generally known 
b. Obviousness does not defeat a TS, but does defeat a patent 
c. TS- indefinite; Patent- 20 years; patents expensive 
d. Cannot have both a patent and TS in the same thing  patents are published 

B. Subject Matter 

1. Elements of a Trade Secret  
a. Information that 
i. Is not generally known to others 
· Within the relevant industry 
· The information is not in the public domain (a secret) 
ii. Has economic value (usually in trade or business) 
· Derives value from not being generally known 
· Value to those who know it v. those who don’t 
· And not readily ascertainable 
· In some states, but not CA 
· If in state where this applies, some degree of inventiveness required 
iii. Where reasonable efforts are made to maintain the secrecy of the information 
· USTA
· Separate element of proof- P bears burden
· R. 3d- Unfair Competition
· If the value and secrecy of the information are clear, evidence of specific precautions taken by the TS owner may be unnecessary 
· Examples of reasonable maintenance:
· Fencing measures 
· NDAs, vaults, limited disclosures, locks, passwords, etc. 

2. What information counts? 
a. Broad scope, usually information of technical character; but business methods and market information (i.e. customer lists) can also be “business valuable” 
i. Includes “blind alleys” or “negative know-how”- what not to do 
b. Except, doesn’t include information, even if unknown, that can be acquired with trivial effort (readily ascertainable)- look at time and money required to make and how much work and ingenuity is involved in the information  

3. Involuntary Disclosures 
a. Inadvertent (negligence) 
i. Factor in determining reasonableness of precautions 
ii. Doesn’t necessarily forfeit because if finder has reason to believe it is a TS, then has duty not to disclose 
iii. Doesn’t destroy secrecy
b. Compelled 
i. Such as government contracts or approvals 
· Not a disclosure to the public or competitor; obligation of confidentiality on the gov. 
· If gov. discloses to 3rd party; may owe compensation under the 5th Amend. 
· May vest ownership in gov. 
· Consider contract rights even if no TS 

4. Cases
a. Metallurgical Industries v. Fourtek
i. MI created a process for reclaiming tungsten carbide, had Thermo made furnace and told how to improve, Thermo  Fourtek started selling furnace 
ii. Held it was a TS because though science generally know, the compilation of the exact process was not; it gave MI a competitive advantage over rivals; and hidden from public view, NDAs, and only disclosed to Thermo to have them make it- limited disclosures allowed; time and money to develop TS important
b. Rockwell Graphics v. DEV
i. RG creates innovative machine parts, doesn’t patent, DEV uses proprietary info to RE parts; RG- misappropriation DEV- not reasonably maintained  
ii. Held b/c RG used fencing measures (NDA, sign in and out of drawings), locked in vault, limited auth., vendors had duty of confidentiality, and customers’ drawings didn’t have TS info; the TS was reasonably maintained 
c. Data General v. Digital Computer
i. DG gave drawings to customers, NDA, DC buys a computer and drawings from DG customer, uses such to design own computer and sell, DG filed PI
ii. Held no PI granted, b/c genuine dispute about whether DG failed secrecy in its sales; (Q of law- does sale to public forfeit secrecy? – possibly, depends on if product fully disclose TS, NDAs, lawful RE)
· Even a widespread disclosure to customers doesn’t compromise computer design- not an automatic destruction of secrecy 

C. Misappropriation 
1. Wrongful acquisition by defendant 
a. Cant have misappropriation unless there is a TS to begin with 

2. Restatement Definition 
a. One who discloses or uses another’s TS, without privilege to do so, is liable to the secret holder if: 
i. Discovers the secret by improper means, 
ii. Disclosure or use of the information is a breach of confidence reposed by the holder of the secret, 
iii. Acquires the secret from a 3rd person knowing that it was wrongfully acquired or disclosed, OR 
iv. Acquires the secret knowing that it is a secret and that disclosure was by mistake 

3. Improper Means 
a. Criminal conduct: theft, trespass, espionage, electronic surveillance, hacking 
b. Non-criminal conduct: breach of confidence, industrial espionage, unfair comp. 
i. Unfair Competition: means which fall below the generally accepted standards of commercial morality and reasonable conduct 
ii. Breach of Confidence: implied or express confidentiality; 
· Arrow’s information paradox- licensing, sale, or outsourcing technology includes sharing of information, and must disclose TS so can be evaluated, so need to make sure it’s a confidential relationship (NDA) 

4. Proper Means 
a. Independent development 
b. Reverse engineering: process of working backwards (from lawfully acquired finished product) to see how it works- disassembly and decompiling [promotes discovery, improvement, competition, and innovation] 
i. Unlawful RE: not a misappropriation, but may violate shrink wrap license agreement, the Economic Espionage Act, or the Digital Millennium © Act
· RE v. Misappropriation is a Q of fact, P burden to prove 
ii. Just because RE is possible, doesn’t excuse misappropriation 
c. Licensing 
d. Inadvertent disclosure: failure to take adequate fencing precautions 

5. Questionable Means 
a. Violation of EULA (end user license agreement- defeats right to RE) 
b. Mandated disclosures (might be a taking- health/ environment protection) 
c. Misuse of computer access 

6. Proof of Improper Means
a. Direct Evidence: catching D red-handed 
b. Indirect Evidence: statistical unlikelihood test that product was developed independently; speed of product development (not sufficient by itself) 

7. Defecting Employees
a. Confidentiality required in innovation companies (usually express or implied for employees- agreements not to disclose when leave) 
b. Employee “know how” consists of: 
i. Accumulated knowledge, skill, and experience (cannot be enjoined) 
ii. Trade secrets learned as part of employment (can be enjoined from using) 
iii. Even when developed by the employee (common law- depends on nature of employment; contract- confidentiality, invention assignment, & non-compete) 

8. Cases
a. Du Pont v. Christopher 
i. D flies over P’s plant to take photos; was the acquisition by improper means?
ii. Held overcoming reasonable protection to obtain a secret is improper means even if action itself isn’t unlawful; commercial morality/ reasonable conduct
b. Smith v. Dravo Corp. 
i. P neg. with D re license shipping containers, shows drawings to evaluate decision, doesn’t license, but uses P’s design to create containers, making them a little smaller so P’s and D’s containers can’t be used together 
ii. Held D breached P’s confidence; implied trust- D knew P’s limited purpose for disclosure (sale negotiations); though patent- unpublished, so still TS 
c. Kadant v. Seeley 
i. Employee had access to design specs, P’s product could be RE, employee left for D (competitor); P claimed D RE too quickly so must have misappropriated 
ii. Held b/c past employee didn’t physically take anything and P couldn’t prove any improper obtainment, no misappropriation 
· Did not agree that if tools used to RE are TS and wrongfully acquired, the RE was wrongful (process used for delayering chip not in pub. domain) 
d. United States v. Nosal 
i. Nosal resigns from KF to compete, has co-conspirators download contact list from protected computer (access but not auth. to take); list= TS (D knew TS)
ii. Held violated EEA (electronic espionage act)- conversion (missap.) of TS for economic benefit, injure TS holder, in interstate or foreign commerce
· Unenforceability of a non-compete clause not a defense to EEA violation 
· Customer list= trade secrets; ex-employees can’t take TS 
· Authorized to access, however not to take files away 

D. IP and Employment Law 

1. Confidentiality Agreements
a. Express: non-disclosure agreement (NDA), materials transfer agreement (UC; UBMTA)
b. Implied: based on common law of trusts (arising from fiduciary relationship; basic duty- loyalty and avoid conflict of interest) 

2. Invention Assignment 
a. Common Law Rule: depends upon nature of employment & invention; inventive v. non-inventive employee (scientist v. clerk), use of employer’s resources (time, material, equipment); ownership (employer v. employee)- “shop right”
b. Contractual Assignment (employment agreement): trailer clauses- invention made after employment (enforced only if reasonable) 
c. Restricting departing employees’ use of info: general rule- enforceable if into qualifies as a TS; non TS- may be restraint of trade and unenforceable 

3. Non-Competition Agreements 
a. Problem of Departing Employees 
i. IP: owned by employer- ex-employee can’t use 
ii. Non-IP: not owned by employer- ex-employee can use, unless 
iii. Non-compete agreements: go beyond TS and confidentiality agreement (e.g. info. in the pub. domain); customers (customer lists may be TS)- NCA may be used to codify TS law, breach K may be easier to prove than misappropriation
b. Rule of Reasonableness- NCAs valid if: 
i. Limited in scope (type of business activities) 
ii. Limited in time (1 year is common) 
iii. Limited in geographical area (within regional market) 
iv. Only to extent necessary to protect employer’s legitimate business interests and not unduly harsh 
c. Cal. Bus. §16600: any contract by which anyone is “restrained” from engaging in a lawful profession, trade, or business of any kind is void; EXCEPT: 
i. Sale of business or business goodwill (§16601); sale of partnership (§16602); sale of limited liability company (§16602.5) 
ii. Policy: open competition and employee mobility 

4. Inevitable Disclosures Doctrine
a. When a confidentiality (NDA) implies non-compete for key employees 
i. Pepsi emp. went to Quaker, it would be inevitable that he would disclose secret, Pepsi showed more than likely that would disclose secret 
b. Some courts reject IDD as creating implied covenant not to compete 
i. Disfavored in CA 

5. Non-Solicitation Agreements  
a. Defecting employees soliciting co-workers or customers of their former employer
i. NSAs less severe than NCAs (in terms of employee mobility), however, still invalid in CA; unless, the customer list is a TS 

6. Sherman Act
a. 15 U.S.C. §1: outlaws cartels (contract, combination, and conspiracy in restraint of trade); includes price fixing
b. 15 U.S.C. §2: outlaws monopolization 
c. Act provides for criminal and civil liability: enforced by DOJ (antitrust division) & Federal Trade Commission (FTC); Clayton Act (15 U.S.C. §15) creates private causes of actions, including treble damages (prohibits mergers and acquisition) 
d. Per Se v. Rule of Reason
i. Per Se: reserved for irredeemable antitrust violations, includes price fixing, no permitted justifications 
ii. Rule of Reason: applied to other restraints, court considers pro-competitive justifications, P must demonstrate possession of market power 

7. Cases
a. Edwards v. Arthur Anderson 
i. Ed NCA- no solicit AA clients; offered job w/ HSBC; Ed refuses to release AA of all claims, AA refuses to release Ed from NCA; HSBC won’t hire
ii. Held in CA any “restraint” in practice of profession or trade is covered by §16600 and this NCA violated such 
b. United States v. Adobe (Steve Jobs)
i. 5 bilateral no cold call agreements- can’t cold call others employees to hire 
ii. Held violates §1 of Sherman Act- eliminates competition for high tech employees, not ancillary to any legitimate collaboration 
· Per se violation of the Sherman Act; smoking gun 
c. In re High Tech Employees Antitrust Litigation (Lucas film; Pixar)
i. Similar to Adobe; no cold calling agreement; DOJ goes after employers 
ii. Ps use DOJ case to levy their case; end up settling with all the employers 
d. Warner Lambert v. Reynolds 
i. JJ license Listerine formula to WL; formula becomes part of public domain 
ii. Held license still applies even though TS discovered by 3rd party/ public (unless contract says ends when TS ends) Policy: license bears risk of TS discovery, parties can contract around this if so choose (patent different)

II. Copyright and the DMCA 

A. Primers
1. One: Exclusive Rights 
a. Reproduction 
b. Derivative works 
c. Distribution 
d. Performance and display 
2. Two: Subject matter [17 U.S.C. §102] 
a. “original works of authorship”
b. “fixed in any tangible medium of expression” 
c. Enumerated categories 
i. Specific categories have specific copyright attributes 
d. “idea/ expression dichotomy” 
i. merger doctrine 
3. Three: Indirect Liability 
a. Contributory liability: (“[O]ne who, with knowledge induces, causes or materially contributes… may be held liable as a contributory infringer”) 
b. Vicarious liability- profiteering: right and ability to supervise + finance interest 
c. Direct infringement must be shown 
4. Four: Fair Use 
a. Review 17 U.S.C. §107 
i. Illustrative purposes: criticism, comment, news reporting, teaching, scholarship, or research 
b. The Four Factors of Section 107 
i. Purpose and character of use 
ii. Nature of copyrighted work 
iii. Amount and substantiality of portion used 
iv. Effect upon potential market value 

B. Database Protection 
1. Though database may be protected by copyright if original in structure, one cannot block harvesting non-copyrightable data (facts are not copyrightable) 
a. Doctrine of misuse prevents copyright holders from leveraging their limited monopoly to allow them control of areas outside the monopoly 
2. Assessment Tech v. Wiredata 
a. AT created an empty database and it was the tax assessors who filled with data 
b. Held there were four ways Wiredata could obtain the data w/o infringing on AT:
i. Municipalities use Market Drive to extract the data and place it in an electronic file; 
ii. They use Microsoft Access to create an electronic file of the data
iii. They allow programmers furnished by Wiredata to use their computers to extract the data from their database (alternative to paying municipalites cost of extraction, which the open-records law requires) 
iv. They copy the database file and give it to Wiredata to extract the data from 

C. DMCA Anticircumvention Measures 
1. DMCA (1998)- technology protection measures 
a. Those that control access (e.g. password protection)- §1201(a)
i. Liable if you circumvent access- hacking, tap into cable, etc.  
b. Those that permit access but control copying or other uses (e.g. DRM)- §1201(b) 
i. Might have access for instantaneous viewing, but make a copy via backing a prevention measure 
2. DMCA also prohibits falsifying or removing “copyright management information”- §1202  
a. i.e. taking away a watermark 
3. A plaintiff alleging a violation of the DMCA must prove: 
a. (1) ownership of a valid copyright on a work, 
b. (2) effectively controlled by a technological measure, which has been circumvented, 
c. (3) that third parties can now access 
d. (4) without authorization, in a manner that 
e. (5) infringes or facilitates infringing a right protected by the Copyright Act, because of a product that 
f. (6) the defendant either 
i. (i) designed or produced primarily for circumvention; 
ii. (ii) made available despite only limited commercial significance other than circumvention; or 
iii. (iii) marketed for use in circumvention of the controlling technological measure. 
g. A plaintiff incapable of establishing any one of elements (1) through (5) will have failed to prove a prima facie case. A plaintiff capable of proving elements (1) through (5) need prove only one of (6)(i), (ii), or (iii) to shift the burden back to the defendant. At that point, the various affirmative defenses enumerated throughout § 1201 become relevant.
4. Chamberlain v. Skylink 
a. Rival producers of garage door openers (GDO); P claims D’s transmitter circumvents P’s GDO security 
b. 17 U.S.C. §1201(a)(2) [DMCA anti-trafficking clause] claim fails 
i. circumvention is not copyright infringement 
ii. P must prove access was unauthorized 
iii. P must prove access infringes right protected by Copyright Act 
· Chamberlain’s customers are authorized to use copy of software in their GODs [hence immune from §1201(a)(1)] 
c. Here, P is suing D for contributory infringement, b/c the customer’s would be the ones who would be directly infringing by using D’s clicker; b/c customers authorized, they aren’t directly infringing, D can’t be a contributory infringer 

D. Preemption 
1. State law preemption- 17 U.S.C. §301(a) 
a. All legal or equitable rights that are equivalent to any of the exclusive rights within the general scope of copyright as specified by §106 in works of authorship that are fixed in a tangible medium of expression and come within the subject matter of copyright…, whether published or unpublished, are governed exclusively by this title. Thereafter, no person is entitled to any such right or equivalent right in any such work under the common law or statutes of any state.
i. Meaning, that states should stay out of copyright; b/c it is preempted 
2. Shrinkwrap 
a. Contract between seller (copyright holder) and buyer; can contract to protect more than the copyright; such as not harvest your data. 
i. No federal preemption where contract rights are not ‘equivalent to any of the exclusive rights within the general scope of copyright’ 17 U.S.C. §301(a)
b. ProCD v. Zeidenberg 
i. Shrinkwrap protected database; protects copyright & prevents harvesting data
ii. ProCD engages in price discrimination: companies pay higher price than personal users
iii. Software ‘licenses’ treated same as ordinary contracts, so contract-imposed may be enforced by seller; here P could sue for D for breaching contract 
· Not preempted because about the contract, not the enforcement of IP 
· Gives copyright holder choice of law- so no preemption; people can contract more than IP protects if they so choose 

E. The Google Book Project 
1. Google scans 20 million books (including copyrighted works) provided by libraries
a. Digital copies stored on secure servers 
b. Google search engine can locate books, provide basic information 
c. Enables “text/data mining” 
d. Snippets provide limited viewing of text 
e. Rights holders may opt out 
2. Authors Guild v. Google (2011)
a. Trial court rejects amended settlement agreement of class action 
i. Google would respect opt outs, share revenues 
ii. Amazon and Microsoft object to settlement 
b. Orphan book is “a matter for Congress” and Court refuses to rule on matter 
c. Opt out would work expropriation (taking for pub. use) of copyrights by Google
i. Puts burden on holder instead of Google, opt in would switch the burden and not expropriate the copyrights 
d. Antitrust, Berne Convention “concerns”- international copyrights 
3. Authors Guild v. Google (2015)
a. Upholds Nov. 2013 grant of summary judgment for Google, finding Google Book Project “fair use” under 17 U.S.C.§ 107; factors of fair use: 
i. The purpose and character of the use, including whether is is for profit or nonprofit 
ii. The nature of the work 
iii. The amount and substantiality of the portion used 
iv. The effect the use has upon the market 
b. Google’s digitization, search function, snippet function are ‘transformative’ 
i. Snippets show “just enough context” to identify books of interest- Google does not reveal entire digital copy 
ii. Though the text is the same, the ability of the book’s reach is transformed and the snippets aren’t the same as having the book 
· Rather that learning form book, snippets just help one get to the book 
c. Google’s ‘commercial motivation’ does not defeat fair use 
d. Google’s security features adequate 
e. Still an opt-out for copyright holders, and ignores other countries copyright laws

F. Public Performance 
1. 17 U.S. Code §101 Definitions
a. To ‘Perform’ audio visual work means to display images accompanied by sound 
b. ‘Publically Perform’- (1) in public; (2) transmit a performance by means of any device receiving the performance or display receive it in the same place or in separate places and at the same time or at different times
2. 17 U.S.C. §106(4)- Transmit Clause: clarifies definition of “perform” to cover CATV; regulates cable companies “public performances”- compulsory license scheme
3. ABC v. Aereo
a. ABC suing Aereo for airing ABC over internet, Aereo saying not a public performance so not infringing 
i. Copyright- right to derivatives and performance rights (transmit clause)
b. Held that Aereo was a public performance; and technological differences (capture by personal antenna, making of a personal copy v. cable) do not matter 
i. Subscribers are large number of people, unrelated and unknown to each other 
ii. Public need not be spatially or temporally “situated together” 

G. DMCA OSP Safe Harbors 
1. Online Service Provider Safe Harbor:  
a. 17 U.S.C. §512(c)(1)(A): 
i. (i) does not have actual knowledge that the material or an activity using the material on the system or network is infringing; 
ii. (ii) in the absence of such actual knowledge, is not aware of facts or circumstances from which infringing activity is apparent; or 
iii. (iii) upon obtaining such knowledge or awareness, acts expeditiously to remove, or disable access to, the material; 
b. 17 U.S.C. §512(c)(1)(B)
i. does not receive a financial benefit directly attributable to the infringing activity, in a case in which the service provider has the right and ability to control such activity 
c. Service Provider: ordinarily a bulletin format where provider supplied a platform for people to post things (youtube, tumblr, etc.); early days not monetized 
d. Safe Harbor: if a fact patterns falls out of its limits it is not necessarily infringing, but if it is within the limits it is automatically okay and not infringing 
2. Viacom v. YouTube
a. §512(c)(1)(A)- actual knowledge v. read-flag knowledge 
i. Note ‘willful blindness’ may constitute knowledge or awareness 
b. §512(c)(1)(B)- right and ability to control 
i. Cannot duplicate §512(c)(1)(A) 
ii. Does not codify common-law vicarious liability 
c. Since people upload content onto the website, and youtube doesn’t screen for copyright; so court has to decide it had actual knowledge (willful blindness)

3. Online Fair Use 
a. Take Down Regime 
i. 17 U.S.C. §512(c)(1)(C) provides safe harbor if OSP 
· “upon notification of claimed infringement…, responds expeditiously to remove, or disable access to, the material that is claimed to be infringing or be the subject of infringing activity” 
ii. 17 U.S.C. §512(c)(3) provides formal elements of take down notification 
iii. 17 U.S.C. §512(f) creates liability for knowing misrepresentation in take down notice that material is infringing 
b. Lenz v. Universal Music
i. Universal sends YouTube take-down notice for Lenz’s 29-second video of kids dancing to Prince song 
ii. Lenz sends counter-notification, YouTube restores video 
iii. Lenz sues Universal for misrepresentation under §512(f); Universal held liable because didn’t consider fair use; YouTube not liable because they responded promptly to both take down notice and counter- not their responsibility to assess the copyright/ fair use 
iv. Dissent distinguished between good faith belief in infringement and diligence in forming belied
c. Consideration of fair use 
i. 17 U.S.C. §512(c)(3)(A)(v) requires “a statement that the complaining party has a good faith belief [subjective standard] that use of the material in the manner complained of is not authorized by the copyright owner, its agent, or the law” 
ii. Fair use is not an excise for infringement 
· Rather it is “wholly authorized by the law” 
· If it is fair use it is not infringing, so no contest about if it is substantial 
iii. Copyright holder must consider fair use before sending takedown notice 
· If not, good faith belief of infringement cannot be asserted 
· So now, holder must check for both fair use & substantiality if not fair use

H. P2P and secondary liability 
1. Liability of Devise Manufacturers 
a. Sony v. Universal City Studios, Inc. (1984) 
i. “Betamax” contributory liability aspects 
ii. Studios sue Sony, not direct infringers 
· they manufactured devise that allowed infringement
iii. Indirect liability arises only where there is direct infringement 
· People using the device must be directly infringing for there to be contributory infringement on device manufacturer 
iv. Contributory infringement knowledge not imputed when device has substantial non-infringing use 
· Had to know it was capable and that its substantial use was to infringe, if it could be used substantially for fair use (or non-infringing use), it would not be held liable for contributory negligence 
v. Time shifting is fair use- recording to watch later, can chose when to watch 
2. Staple Article Defense 
a. Copyright act does not expressly create indirect liability, but long-standing common law tradition 
i. Contrasts with Patent Act statutory liability 
· 35 U.S.C. §271(b)- inducement 
· 35 U.S.C. §271(c)- contributory infringement 
b. Action for contributory infringement 
i. Knowing sale of component made for use in connection with a particular patent 
ii. Staple article exception 
· “Capable of substantial non-infringing use” 
3. MGM v. Grokster 
a. Reverses summary judgment for indirect liability 
i. Inducement: providing service that induces customers to infringe 
ii. Vicarious liability 
b. In Gronkster there is inducement (theory of liability borrowed from patent law) 
i. Note requirement of proof of actual infringement (not a problem with Grokster!)- customers actually infringing 
ii. When inducement can be demonstrated on the facts, liability will be attached 
· Held advertising and marketing clearly point out that it is stimulating customers to come on the platform & engage in unauthorized copying 
c. Concurrence debate re Sony 
i. Recall SCOTUS does not base Grokster’s liability on falling outside Sony safe harbor 
ii. Ginsburg suggests 9th Circuit erred in finding non-infringing uses were likely to develop [“overwhelmingly used to infringe”] 
iii. Breyer resists- suggests possibility that substantial non-infringing uses may develop 

III. Patent Law 

A. Introduction 
1. What 
a. A right granted by the government to an inventor 
b. To prevent others from using invention 
c. For a limited time 
d. In exchange for a detailed disclosure of the invention 
2. Why 
a. An incentive to innovate and (by disclosing) contribute to the public knowledge base 
3. Invention 
a. A solution to a specific technological problem 
4. How 
a. Application/ Examination/ Issue by USPTO 
b. Compare other IP forms 
5. Backbone of the “knowledge economy” 
a. “We know that the nation that goes all-in on innovation today will own the global economy tomorrow. This is an edge America cannot surrender”- Obama 
6. Types 
a. Utility: functional invention 
b. Design: ornamental [industrial] design for articles of manufacture 
c. Plant: any distinct and new variety of plants 
7. What is a Utility Patent 
a. The right to exclude others 
i. Make 
ii. Use 
iii. Sell (+offer) 
iv. Import 
v. Unlike in Copyright, right to derive is not an exclusive right of Patent 
b. In technical invention 
c. For a limited term (20 years) 
d. The right to use is not conferred by patent 
8. Inventions that Qualify for Patent 
a. Must be patentable subject matter 
i. Some discoveries are excluded 
b. Must be novel (add to public knowledge base)
i. Not previously known or used (in public domain) 
c. Must be useful (utility patents) 
i. Have real world application (not just theoretical) 
d. Must not be obvious extension of prior art 
i. Trivial/ causal improvements not patentable 
ii. An “inventive leap” (some degree of ingenuity) required 
9. Who can get a Patent 
a. The inventor(s) 
i. Nationally unimportant 
b. Who are first to 
i. Invent (US) 
ii. File for a patent (everywhere else)
· For patents filed after 3/16/13 in US 
· American Invents Act of 2011 (AIA) 
iii. Other inventors cannot use Patent invention 
· Even if they develop it independently 
· Limited exceptions (“prior user” defense) 
· If in commercial use more than 1-year prior filing date 
· Applies only to patents filed after AIA 
· Applies to all patents except those owned by university 
10. What are the Formalities 
a. Must file for patent separately in each country 
i. Variation- EU patent application 
b. Application must contain 
i. Specification 
· Abstract (summary) 
· Background of the invention 
· Detailed description 
· What the invention is 
· How it works 
· What it does 
· How to use it 
· Also shows that the inventor is in possession of the invention at the time of application 
· Claims 
· These are the legal mates & bounds of the exclusive rights 
· References to prior art 
· This is knowledge that is already in the public domain 
· Oath 
11. Steps in Securing a Patent 
a. Conception (the idea) 
b. Reduction to practice (working model) 
c. Application 
d. Examination 
e. Opposition 
f. Allowance (Issue) 
g. Post Grant Review/ Re-exam 
h. Enforcement 
i. Fed ct. ITC (imports)- parallel system for adjudicating patent infringement
i. c-g are USPTO
12. What good is a Patent? 
a. Patent value derives from exclusive rights 
i. Ability to extract “monopoly rents” and prevent competition 
b. Patents balance social welfare theories 
i. Restraint on competition v. incentive to invent 
· Accomplished by limited patent term & disclosure 
c. How patent value is realized 
i. Working the patent (e.g., selling the product) 
ii. Assignment (sale of patent rights) 
iii. License (authorization for use) 
· Exclusive 
· Non-exclusive 
iv. Damages (through infringement suits) 
13. Patent Authorization 
a. 35 U.S.C. §101: “whoever invents or discovers any new and useful process*, machine, manufacture, or composition of matter, or any new and useful improvement thereof, may obtain a patent thereof, subject to the conditions and requirements of this title.” 
i. Conditions: new and useful 
ii. Subject Matter: process (method); product 
iii. Improvement v. pioneering 
iv. * “art” in Patent Act of 1793 (otherwise the same) 
14. Patentable Subject Matter 
a. General rule: any product or process (“including anything under the sun that is made by man”) 1952 Committee Report 
b. Exclusions: 
i. None statutorily 
ii. Judicially-created: laws of nature, natural phenomena, abstract ideas 
15. Products of Nature
a. Funk Seed v. Kalo Inoculant: mix of bacteria to inoculate nitrogen producing plants 
i. In order to claim an invention regarding a product of nature, it must come from the application of the law of nature to a new and useful end; not just the discovery of the law of nature 
ii. Held no patent because bacteria performed in their natural way
· Distinction between discoveries and inventions 
16. Diamond v. Chakrabarty 
a. Chakrabarty engineers a new bacterium by taking two bacteria and combining them. This new bacterium is not naturally occurring and can break down crude oil to clean up oil spills (utility) 
b. Issue of whether genetically-engineered micro-organism was a “manufacture” or “composition of matter” 
c. Manufacture: production of articles from raw materials with new forms, qualities, properties, or combinations 
d. Composition of matter: all compositions of 2 or more substances, including chemical union 
e. Genetically modified organism meets definition b/c contrasts newly discovered naturally-occurring items- could not be produced without human intervention 
f. Held that the implied exclusion from the Plant Patent Act and Plant Variety Protection Act do not apply
17. Parke-Davis v. Mulford 
a. Takamine isolates and purifies molecules from suprarenal glands; claims not the purified chemical, but “a substance possessing herein-described physiological characteristics and reactions of the suprarenal glands in a stable and concrete form, and practically free from inert and associated gland tissue.” 
b. Held naturally occurring chemicals are not patentable, but the process by which you modify the chemical into a new thing and the new thing are patentable 
i. Substantial transformation test: it may in fact be a new substance if it has qualities that are not found in nature 

B. Subject Matter 
1. Patentable Subject Matter 
a. Not every “invention” is patentable; must be within §101; and must not be judicially excluded (laws of nature, natural phenomena, abstract ideas) 
b. Rationale 
i. Purpose of patents is to promote innovation 
ii. Some patents might inhibit innovation 
· By putting entire fields of research off-limits 
c. §101 is most active area of patent law (Supreme Court pushing back against “patent-friendly CAFC) 
2. Central dogma of patent law 
a. Laws of nature aren’t patentable; but all technology involved applying those laws 
b. Science is not patentable; technology is 
i. Application of science is patentable; if it creates novel product or process 
3. Mayo v. Prometheus 
a. Four claims: 1) process for administering a drug; 2) determining blood concentration; 3) determining optimal range; 4) instructions to stay within range 
b. Held not patentable because the claims were to natural law, and the process of applying the natural law was well understood in the industry (not novel process) 
i. 1) prior art; 2) prior art; 3) discovering a law of nature; 4) mental step 
· absent the use of technology/ novelty the claims are not patentable 
4. AMP v. Myriad Genetics 
a. Held isolated and purified DNA isn’t §101 subject matter (composition of matter)
i. Myriad isolated the BRCA genes from DNA strand
ii. Isolated genes not transformed from natural state 
· isolated sequence (exon only) is also found in mRNA
iii. Natural phenomena are not §101 subject matter 
iv. Myriad has “discovered,” not “invented” BRCA 
· Even though it extracted the gene from its natural surrounding (i.e., broke the chemical bonds in DNA) 
· Hard work is not sufficient for patent 
b. Held cDNA is patentable §101 subject matter 
i. cDNA is synthesized; does not exist in nature 
· It is more useful than natural version because of detecting capabilities and research diagnostics, etc.
ii. Even though its exon coding sequence does (similar to synthetic diamonds) 
5. Law of Nature Doctrine 
a. PTO Guidance for Patent Examiners 
i. Does the claim as a whole recite something significantly different than the judicial exception(s)? 
· By practically & significantly applying the exception, or 
· Including steps demonstrating a significant difference 
ii. Examples: 
· Sig. different in structure from naturally occurring item;
· Meaningful limits on the claim such that others are not foreclosed form using the law of nature; 
· Claim includes a “machine or transformation” of the naturally occurring item 
iii. Uncertainty persists in applying Myriad and Mayo 

C. Utility, Novelty, and Statutory Bars 
1. Utility 
a. ‘Utility’ (in Utility Patents) 
i. U.S. Const. Art. 1 §8, cl. 8: “Congress has the power to ‘promote the progress of science and useful arts.’” 
ii. 35 U.S.C. §101: “Whoever invents or discovers any new and useful…” 
iii. What means ‘useful’? 
· Inventions must actually work 
· Not a moral/social judgment of utility but some application to a real world problem 
· Not a very high standard (EU has a higher standard- industrial patent)
b. Applicant must satisfy examiner on utility 
i. Manual of Patent Examining Procedure (MPEP) §2107
· Guidelines for Examination of Applications for Compliance with the Utility Requirement 
· To be followed by Office personnel in the evaluation of any patent application 
· The Guidelines do not constitute substantive rulemaking and hence do not have the force and effect of law 
c. Utility under MPEP 
i. Invention must have well-established utility 
· Utility is “well-established” [MPEP §2107]- 
· If a (1) person of ordinary skill in the art (PHOSITA) would immediately appreciate why the invention is useful, and 
· The utility is (2) specific, (3) substantial, and (4) credible 
· If lacking, reject under §101 (& §112- disclosure) 
ii. (2) Specific Utility [MPEP §2107 .01.I.A]
· Particular practical function must be identified 
· E.g., treatment of “diabetes,” not treatment of “disease” 
· A gene sequence (now cDNA only) can’t be patented unless the protein it codes for is identified 
iii. (3) Substantial Utility [MPEP §2106 .01.I.B]
· A significant and presently available benefit to the public 
· Avoids frivolous uses and “throw-away” inventions 
· E.g., use of transgenic mouse as snake food 
· But devices that simply amuse can be patented 
· Research tools can have substantial utility 
· But not if they require further research to make practical 
iv. (4) Credible Utility [MPEP §2107 .01.II] 
· Invention must actually work 
· Excludes hypothetical, inoperative, incredible inventions 
· Perpetual motion machine; see Newman v. Quigg 
· Must be reduced to practice- to show how it works 
d. Utility in Product and Process patents 
i. In a product patent, utility means: product (machine manufacture, composition of matter) must have specific function 
ii. In a process patent, utility means: the process must produce a known product: 
· The product itself must meet utility requirement 
· But need not be patentable (e.g. not novel)
e. Drug Patents 
i. Utility in pharmaceutical compounds 
· For PTO purposes, animal trials suffice 
· CAFC: sufficiently probative of efficacy in humans
· For FDA purposes, full human clinical trials needed 
f. Use Patents 
i. Use of a patented product for new purpose (this is called ‘a method of use’ patent)
· Ex: Pfizer assignee of first patent for sildenafil for the compound of the formula of the drug, and compound of the formula for use in treatment for angina, hypertension, heart failure, or atherosclerosis; then gets second patent 7 years later for method for treatment of male erectile dysfunction using sildenafil
· Second patent upheld because the new “use” is for a new “purpose”
g. Juicy Whip v. Or. Bang 
i. Patent claim for “simulated visual display of beverage” held valid 
ii. Old rule: imitation, deceptive, and amoral products not considered useful 
iii. New rule: 
· not a function of patent law to assure moral utility 
· that is left to other federal agencies and the States 
· cases disallowing gambling devised disapproved 
2. Nomenclature 
a. Prior Art: information in the public domain at time of invention (’52 Act) or on effective filing date (AIA) 
b. Novelty: whether invention is already described by prior art 
c. Priority: if competing inventors, who is senior, and who is junior 
d. Effective Filing Date: Actual filing date may relate back to 
i. Invention (’52 Act)- only for filings before 3/16/13
ii. Provisional or PCT filing
3. Novelty 
a. 35 U.S.C. §101: “whoever invents or discovers any new and useful process [or product or improvement] may obtain a patent therefor” 
b. 35 U.S.C. §102 [1952 Act]: “A person shall be entitled to patent unless- 
i. (a) the invention was known or used by others in this country or patented or described in a printed publication in this this or a foreign country, before the invention thereof by the application” 
c. 35 U.S.C. §102(a) [AIA] 
i. (1) the claimed invention was patented, described in a printed publication, or in public use, on sale, or otherwise available to the public before the effective filing date of the claimed invention 
d. Anticipation 
i. Prior Art 
· Documentary evidence of prior knowledge by others (Domestic of Foreign) 
· Prior patent 
· Publication 
· Only if the “reference” enables a PHOSITA to practice the invention 
· Nondocumentary evidence of prior knowledge by others (any under AIA; only domestic under ’52 Act) 
· Prior application (eventually published or granted) 
· Public knowledge 
· Public use 
· Invention by another 
· On Sale (added by AIA) 
· Unless suppressed, abandoned, concealed
e. Prior Art defeating Novelty  
i. Conception alone does not constitute prior art, b/c the technology is not yet “known”, once reduced to practice, the technology is known
· Reduced to practice: 
· successful trials
· when mechanism of action is understood 
· not merely in experimental state 
ii. in addition to reduction to practice, public use may be required for it to become prior art 
· In public use: 
· Done openly (nonTS) in ordinary course of business (commercial usage- for purpose it was intended) 
· Need not be known by public at large, but use or knowledge needs to be corroborated 
· Otherwise, too easy to construct a prior use 
· Secret use not disqualifying but may be suspect 
iii. Limited to US knowledge/ use until AIA
f. Rosaire v. National Lead 
i. Patent: method & means for mineral prospecting & method for logging wells 
ii. Person other than patent holder had earlier “convceived” of the methods, and not merely in experimental state, so prior use and patent invalid 
· Has to be reduced to practice 
4. Statutory Bars 
a. Does not defeat novelty, but still denies patent 
b. 35 U.S.C. §102 [1952 Act]: “A person shall be entitled to a patent unless- 
i. (b) the invention was patented or described in a printed publication in this or a foreign country or in public use or non sale* in this country, more than one year prior to the date of the application
ii. *efforts to commercialize don’t have to succeed 
c. Creates a 12- month Grace Period after disclosure 
i. Policy: promote diligence and speedy disclosure 
ii. Applies both to acts of inventor and others 
· An inventor cannot be defeated by her own publication/ use under §102(a) but can be by §102(b) 
d. Grace Period under AIA 
i. 35 U.S.C. §102 [AIA]: (b) Exceptions: 
· (1) A disclosure made 1 year or less before the effective filing date of a claimed invention shall not be prior art to the claimed invention under subsection (a)(1) if– 
· (A) the disclosure was made by the inventor or joint inventor or by another who obtained the subject matter disclosed directly or indirectly from the inventor or a joint inventor; or 
· no grace period for disclosures by 3rd parties 
· (B) the subject matter disclosed had, before such disclosure, been publicly disclosed by the inventor or joint inventor or another who obtained the subject matter disclosed directly or indirectly from the inventor or a joint inventor 
· unless 3rd party learned invention from applicant  

D. Non-Obviousness 
1. 1952 Patent Act 
a. 35 U.S.C. §103 [AIA] 
i. A patent may not be obtained though the invention [is new and not previously known], if the differences between the subject matter sought to be patented and the prior are are such that the subject matter as a whole would have been obvious at the time the invention was made to a person having ordinary skill in the art (PHOSITA) to which said subject matter pertains 
b. Non-Obviousness= inventive step 
i. Obvious advancements are not inventions 
· Obvious if can be attained with ordinary skill 
· Not obvious if an “inventive leap” requires 
2. Basic Factual Inquires 
a. Survey of prior art 
i. Assemble all prior art pertinent to the invention 
· §102(b) {§102(a)(1) patents, publications, public use, sale} 
b. Comparison of prior art and claimed invention 
i. Does prior art “teach” or “suggest” further step?
ii. Does the difference require an inventive step? 
c. By a Person Having Ordinary Skill In The Art (PHOSITA) 
i. Fictional character (compare to “reasonable man”) 
ii. Obviousness is objective, not subjective, standard 
3. Graham v. John Deere
a. P has patent for plow, claims D infringed; D claims prior art; P had disclosed previous patent in application but not one by other plow maker (b/c may not have known of it)- when prior art is not submitted during prosecution it is still prior art, but failure to disclose may violate §112 
b. PHOSITA is assumed to have general knowledge and access to all knowledge in the general public; so here other plow was prior art and the patent was invalid 
4. In re Lee – OVERRULED BY KRS- so no more TSM test 
a. Federal Circuit test for obviousness: examiner needs objective (documented) evidence to avoid problem of “hindsight bias”
i. Cannot rely on own common sense or general knowledge 
ii. Needed for consistency & to facilitate judicial review 
b. CAFC “TSM” test: ‘invention’ is not ‘obvious’ in the absence of a proven ‘Teaching, Suggestion, or Motivation’
i. Obvious only if prior art ‘teaches or suggests’ to a PHOSITA how to practice the invention, or motivates her to try to achieve innovation 
ii. “patent friendly” because TSM makes it harder to reject on §103 grounds 
5. KRS v. Teleflex 
a. Patent for adjustable pedal assembly with electronic throttle control; combination patent- adjustable mechanical pedal and fixed electronic pedal sensor 
i. Remanded for findings consistent with this test. 
b. SC overruled TSM test, stating: 
i. examiner may consider background knowledge, inferential knowledge and interaction of multiple prior art 
· Criterion is whether a “person of ordinary creativity” in the field,& posing the normal skill base, would be induced to try to create the invention 
ii. Obvious advances without innovation 
· Predictable variation in existing technology
· Apparent reason to combine known elements 
· Obvious to try (even without appreciating how it works) 
· Market-driven design 
iii. Greatly relaxes obviousness inquiry 
· Fewer patent should issue, esp. in some fields 
iv. Ultimately “obviousness is legal determination” 
· Court not bound by expert testimony 
6. Other Considerations 
a. How obvious an innovation is, may depend on: 
i. Eventual commercial success 
ii. Long felt, but unresolved, needs 
iii. Failure of others to achieve the invention 
b. Metaphysical problem 
c. Standard may be exact, but applying it isn’t 
d. Obviousness is an ex ante issue 
i. What would a PHOSITA have known at the time; now what he learned from the invention (ex post)- pretend you don’t know what in fact you do know 

E. Claim Construction 
1. Overview
a. Not dissimilar to statutory interpretation 
i. Similar rules (“canons”) of construction apply 
ii. Claims are the legal metes & bounds of patent 
b. Determination by the judge, not jury- Markman v. Westview 
c. “Markman Hearing” 
i. Usually at early stage of litigation 
ii. Can include expert testimony (technical terms) 
· Does not violate the 7th Amend. 
iii. Central issue in most patent cases 
iv. Determining what the claims are- scope 
2. Parts of a Patent Application 
a. Abstract 
b. References to prior art 
c. Written Description (must anable) 
i. Background of invention 
ii. Disclosure (what the invention is) 
d. Drawings 
e. Claims (must be definite) 
i. Product (machine, manufacture, composition) 
ii. Process 
3. General principles of claim construction: 
a. Intrinsic evidence of meaning preferred over extrinsic evidence (b and c below)
b. Words of claim are generally given their ordinary and customary meaning 
i. What the terms mean to a PHOSITA at the time (patent directed at PHOSITA) 
c. Claims to be read in context of entire patent 
i. Including specification and other claims 
ii. Prosecution history [including estoppel] 
d. Other sources of meaning 
i. Relevant scientific principles 
ii. Evidence of technical terms, state of art 
iii. Often by treatises, expert testimony, tech dictionaries 
4. Steps in claim construction: 
a. Identify terms in claims having contested meaning 
b. Interpret them in context of rest of patent (if possible)
i. Examples (embodiments) in specifications may be either illustrative or restrictive 
· Depending on how used by the inventor 
· E.g., baffles disposed at such acute angles to deflect bullets 
ii. Prosecution history 
iii. Intrinsic 
c. If uncertainty remains, consult treatise, technical dictionary definition 
i. As understood by a PHOSITA 
ii. Extrinsic 
5. Philips v. AWH 
a. Patent for steel shell modules for jails; issue of what baffles means in claim
b. Held: specification describes baffles only at acute angles, thus claim doesn’t include baffles angled at 90º (would be prior art anyways)
i. However, the baffles don’t have to deflect bullets to infringe, that is just an example of an advantage of the baffles 
· The multiple objectives of the baffles are illustrative, not restrictive 
c. Dissent: acute angles were simply preferred embodiment; and specification and drawings do not limit the scope of the claim 
6. Specification v. Claims 
a. Claims: 
i. Dependent 
· Starts with broadest (more actions will infringe) 
· Restrict in later claims (greater chance of validity) 
ii. Independent 
· Different parts/ elements of same invention 
b. Specification:
i. Written description of invention (disclosure to PHOSITA) 
ii. Must enable and support the claims 
· But need to cover all applications of the claims 
7. Prosecution History of Estoppel 
a. Steps of patent prosecution 
i. Filing 
ii. Office Action (by examiner)- often rejection
iii. Interview- dialog between applicant and examiner
iv. Claim restriction (common)- narrowing amendment to claim 
v. Allowance 
b. Estoppel- cannot later argue what was earlier surrendered 
8. Teva Pharm v. Sandoz 
a. Clarified Markman- even interpretation of statutes may require subsidiary factual determination 
i. Those are to be reviewed using “clear error” standard 
ii. Intrinsic evidence still reviewed de novo 
9. Continuing Patents 
a. Continuation Patent Application 
i. Adds new claims but not new specification 
ii. Gets priority date of parent application 
b. Continuation-in-part 
i. Adds new subject matter to existing app. 
· Claims and disclosure 
ii. New subject matter gets later filing date 
c. Divisional application 
i. Claims that pertain to a different “invention” 
ii. Often based on “restriction” by examiner 
10. Definiteness 
a. Specification - §112(b) 
i. The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the subject matter which the inventor or a joint inventor regards as the invention 
b. MPEP 2173
i. The primary purpose of definiteness requirement is to ensure that the scope of the claim is clear so the public is informed of the boundaries of what constitutes infringement of the patent 
ii. Secondary purpose is to determine whether the claimed invention meets the criteria for patentability 
11. Nautilus v. Biosig 
a. Heart rate monitor in association with an exercise apparatus 
b. Held: claim must have “reasonable certainty”- “some meaning” insufficient; “particular meaning” required; must inform a PHOSITA “the scope of the invention” read in light of specification and prosecution history 

F. Infringement 
1. Overview 
a. 35 U.S.C. §271 
i. (a) whoever without authority makes, uses, offers to sell, or sells any patented invention, within the Untied States or imports into the U.S. any patented invention during the term of the patent thereof, infringes the patent 
b. Gives rise to the exclusive rights of patent 
i. Make 
ii. Use 
iii. Sell (or offer to sell) 
iv. Import 
c. Steps in proving infringement: 
i. Interpret the patent claims- question of law for the judge 
ii. Compare claims with accused device/ method 
· Does the claim “read on” the accused device? 
· Compare the claim to the device 
· Is every element of the claim found in the device? 
· Question of fact for the jury 
2. Types of Infringement 
a. Literal Infringement 
i. Each and every element recited in a claim has identical correspondence in the allegedly infringing device or process 
b. Infringement by Equivalents 
i. If an element of the accused device or process performs substantially the same function, in substantially the same way, to achieve substantially the same result (as an element in the claim) 
c. No Infringement 
i. If any element of the claim is missing (both literally and equivalently) in the accused device or process 
3. Laramie Corp. v. Amron 
a. Super Soaker accused of infringing Amron’s patent 
b. The Amron water-gun’s patent stated “chamber therein for liquid” and Super Soaker had an “external water reservoir”; also “comprising of”- restrictive 
c. Did not meet the 2-step infringement rule, because it was not substantially equivalent  
d. Open Claim- some elements must infringe; Closed Claim- all elements to infringe 
4. Doctrine of Equivalents 
a. Mior variations will not shelter piracy 
b. “Tripe Identity” Test 
i. [bookmark: _GoBack]an accused device that (1) “performs substantially the same function in the (2) substantially same way to obtain the (3) same result” as the claim 
c. Applying the test: 
i. Would a PHOSITA know that an ingredient of the claim was interchangeable with one in the accused device? 
5. Infringement of Method Patent 
a. Wi-LAN v. Apple 
i. Wi-LAN patent claims 2-step method for encoding radio signals to increase capacity; Apple chip performs both steps of claim but in reverse order, to achieve the same result; held: no infringement 
b. For infringement on a method patent, must be same steps, in same order achieving the same results 
6. Contributory Infringement 
a. 35 U.S.C. §271(c) 
i. whoever offers to sell, sells or imports a component of a patented [device], or… for use in practicing a patented process, constituting a material part of the invention, knowing the same to be especially made or especially adapted for use in an infringement of such patent, and not a staple article or commodity of commerce suitable for substantial non-infringing use, shall be liable as a contributory infringer. 
b. Predicate: 
i. There can be no contributory infringement unless there is direct infringement by a 3rd party [§271(a)] 
7. CR Bard v. Adv. Cardio (ACS)
a. CR has a method patent for administering an angioplasty treatment; sues ACS for contributory infringement, b/c under §267(c)- infringement remedies shall not apply against the medical practitioner; so can’t sue DR who direct infringing 
b. Held because ACS catheter could be used for substantial non-infringing use, it was not infringing on CR’s patent though some uses may be infringing 
8. Inducement 
a. 35 U.S.C. §271(b): whoever actively induces infringement of a patent shall be liable as an infringer
b. Elements: 
i. Knowing of the existence of the patent 
ii. Intent that the patent be infringed 
iii. Actively inducing (aiding and abetting)- induce means to cause, urge, encourage, or aid 
iv. Direct infringement by a 3rd party 
c. Example: supplying plans to construct an infringing device 
9. Joint Infringement 
a. Single Entity Rule 
i. §271(a) generally requires a single actor to practice every element of the claim 
b. Divided Infringement 
i. Where various elements of a claim are performed by different parties (common with some method patents) 
ii. No direct infringement under §271(a)- UNLESS 
c. Joint Infringement 
i. Where one party “directs or controls” other party 
ii. Single entity rule not required for §271(b) inducement 
10. Limelight v. Akamai 
a. Computer Delivery Network (CDN) that supports hosting and content distribution on a global scale; Akamai accused Limelight of infringing their method patent 
b. Held divided infringement b/c Limelight doing ½ and clients doing other ½ 
i. Inducement requires direct infringement, and divided infringement isn’t direct
11. Deepsouth Packing v. Laitram  
a. Divided infringement: 
i. Components of patented device manufactured in US 
· Does not itself violate §271(a)- device not made in US 
ii. Exported for assembly- assembly and sale outside US don’t infringe §271
iii. No contributory infringement because no direct infringement 
b. However, §271(f)- Congressional Override 
i. (1) whoever without authority supplies or causes to be supplied in or from the US all or a substantial portion of the components of a patented invention… in such a manner as to actively induce the combination of such components outside of the US in a manner that would infringe the patent if such combination occurred within the US, shall be liable as an infringer 

G. Summary of Infringements §271
1. (a) Direct: strict liability (no knowledge required); single entity, all elements 
2. (b) Inducement: requires knowledge that conduct is infringing 
3. (c) Contributory: sale of component; no substantial non-infringing use 
4. (d) Misuse provision: identified permissible patent owner actions
5. (e) Experimental use exception/ drug patent provisions 
6. (f) Sale of kit for assembly outside United States 
7. (g) Import of product made outside United States by patented method 

H. Defenses and Remedies 
1. Defenses
a. Types: 
i. Non-infringement 
ii. Patent invalidity 
iii. Inequitable conduct (fraud on patent office)
iv. Exceptions 
· §287(c)- medical practitioners 
· §271(e)- research exception 
b. Experimental/ Research Exception 
i. Most countries exempt experimental use 
ii. Narrow US rule- common law (not codified) 
· Exception for pure academic purposes only 
· Potential commercial use or business objectives (e.g. funding, status) defeats exception 
c. Generic Drug Research Exception- §271(e)
i. Drug Price Competition & Patent Term Extension Act of 1984 [Hatch-Waxman] 
· Safe harbor “solely for uses reasonably related to the development and submission of information under a Federal law which regulates the manufacture, use or sale of drugs…” 
· A generic manufacturer must “use” patented drug in order to submit ANDA and get FDA approval 
· Without exemption, patentee retains exclusive right to drug even after patent expires- for so long as it takes generic to get FDA approval 
d. Merck v. Integra 
i. Is §271(e)(1) exception limited to NDA approved use? Or, does it include any research use of patented drug if end result would eventually require regulatory approval? 
· Research exception extends to all activity “reasonably related” to developing info for submission to FDA 
· Same drug, different uses 
· Analogy drug 
· Step along way to develop different drug 
· Includes testing that is never submitted to FDA 
· Concerned w/ limiting safe harbor to generic drugs and stifling innovation
2. Remedies 
a. Generally 
i. 35 U.S.C. §281: a patentee shall have remedy by civil action for infringement of his patent 
ii. Damages: retroactive relief- to compensate for past harms; “legal” remedy 
iii. Injunction: prospective relief- to prevent ongoing or future harms; “equitable” remedy (equitable considerations, discretionary by court) 
b. Injunction 
i. 35 U.S.C. §283: the several courts having jurisdiction of cases under this title may grant injunctions in accordance with the principles of equity to prevent the violation of any right secured by patent, on such terms as the court deems reasonable 
ii. Types of Injunctions: 
· Temporary Restraining Order (<10 days) 
· Preliminary Injunction (pending trial) 
· Permanent Injunction 
iii. eBay v. MercExchange 
· ME patented method and apparatus for creating a computerized market for used and collectable goods; ME and eBay fail to reach licensing agreement; ME sues for infringement 
· Held: use traditional test for permanent injunctions for patent law 
· 1. Irreparable injury 
· 2. Legal remedies ($) are inadequate 
· 3. Balance of hardships between P and D 
· 4. Consideration of public interest 
c. Damages 
i. 35 U.S.C. §284: upon finding for the claimant the court shall award the claimant damages adequate to compensate for the infringement, but in no event less than a reasonable royalty for the use made of the invention by the infringer, together with interest and costs as fixed by the court 
· … the court may increase the damages up to three times the amount found or assessed 
ii. Theory: $ amount that would put patentee in as good a position had there been no infringement 
iii. Lost Profits 
· For patentees who are practicing the patent 
· Additional profits that would have been earned had there been no infringement 
· Not profits gained by infringer, but lost by patentee 
· Requires expert testimony on economic substitutes, price elasticity, market discipline, and other factors 
· A measure of “actual damages” 
iv. Reasonable Royalty 
· When actual damages cannot be proven 
· Reasonable royalties are “floor” for damages 
· Based on hypothetical arms- length ex ante negotiations for out-licensing to infringer 
· A negotiation which never actually occurred 
· Circular analysis: license fees based on predicted damage awards, which are based on predicted license deals 
· Force a hypothetical agreement 
· Pretended not to consider subsequent market success 
· Serious problems of over & under-compensating 
· Georgia-Pacific 15 Factor Test 
· Juries have had difficulty applying- judges must closely supervise the evidence presented to the jury 
v. Enhanced Damages 
· 35 U.S.C. §284: the court may increase the damages up to three times the amount found or assessed 
· to deter willful infringement 
· In re Seagate Tech: for willful infringement P must prove by clear and convincing evidence that the infringer acted despite an objectively high likelihood that its actions constituted infringement 
d. Patent Trolls 
i. Patent Assertion Entity/ Non-Practicing Entity: 
· Derived value from damage awards, rather than from practicing the patent or out-licensing 
· Most such patents are purchased rather than PAE’s own research 
· Good investment in some industries where infringement is hard to predict or avoid 

IV. Antitrust and IP Misuse 

A. Fraud on the Patent Office 
1. Fraud on patent office happens too often because examiners don’t have time to look at any one file, so they trust the applicant to disclose prior art, etc. 
2. Effects of fraud on the patent office on petitioners: 
a. Patent rendered unenforceable [patent misuse] 
b. Loss of antitrust immunity 
c. Exposure to treble damages under Clayton Act §4
3. Walker Process Doctrine 
a. Enforcement of fraudulently obtained patent may violate Sherman Act §2
i. The essence of the suite is not fraud on the patent office, but rather exercising a fraudulently procured patent 
· i.e. seize and desist letter, licensing fees, etc.
ii. Creates a possibility for an antitrust suit b/c strips away antitrust immunity 
iii. Normally brought by patent infringement Ds who use it as an equitable defense 
4. Inequitable conduct v. fraud
a. Inequitable conduct (shield) does not establish Walker Process fraud (sword)
i. WP fraud requires higher showing of both materiality and intent 
5. Walker Process 
a. Food Machinery swore it neither knew nor believed invention was in use prior to one year before application; where in fact Food Machinery had engages in such prior use 
i. Good faith swearing on patent application: honest mistakes permitted but would still invalidate the patent 
ii. However, here because FM was actually using the patent for more than a year, they shouldn’t have applied for the patent and this was bad faith 
6. Dippin’ Dots 
a. Jury finds DDI violated antirust law by asserting fraudulently procured patent 
b. Similar to Walker Process, a statutory bar case (DDI=P) 
i. D assert P commercialized invention more than 1 year before priority date 
ii. P argues it only practiced first 3 out of 6 steps and that sales were ‘experimental’- wasn’t commercialization of the patent 
c. D establish materiality [patent wouldn’t have issued but for reliance on misrepresentation or omission]; weakness was in establishing fraudulent intent [possibility of non-fraudulent reasons for omission] 
i. Held it wasn’t a WP fraud 
7. Analysis for Walker Process fraud claim (must have standing) 
a. Antitrust Standing: 
i. Is injury of the type the antitrust laws were intended to prevent?
ii. Are Ps efficient enforcers? 
· Suffer direct injury 
· Motivated to enforce antitrust 
· Effect can be measured 
· Recovery can be apportioned to avoid double recovery 
b. Standing to challenge validity: 
i. If patent is valid, Walker Process claim can’t stand
· do you get to test the validity of the patent?
· Must prove invalidity by: (typically by)
· Counterclaim in infringement suit 
· Declaratory action by competitor or one threatened by suit 
· Post-Grant review of patent in patent office 
c. DDVP Antitrust Litigation 
i. Prior litigation Ferring (patentee) sued Barr for infringement- held patent unenforceable due to inequitable conduct before PTO 
ii. P (class action) bring antitrust suit against patentees- harm b/c absence of generics 
· Injury is type of antitrust suit- forced to pay supra-competitive prices 
· Efficient enforcers- purchasers suffered direct injury; are motivated to enforce antitrust; effect can be measured; recovery can be apportioned between purchasers and competitors to avoid duplicative recoveries 
· Patent invalidity: purchasers don’t satisfy this requirement
iii. Patent ‘tarnished’ by finding of inequitable conduct, so P have standing 
iv. Concerned about settlement, yet does not recognize per se standing by purchaser P; Ps in infringement might settle b/c avoiding exposing self to invalidity; Ps decide to pay D to avoid invalidation; and patent stands 
· Concern about collusion between P and D
d. Ritz Camera v. SanDisk 
i. WP claims typically brought by competitors 
ii. Ritz (direct purchaser) sues SanDisk under Sherman Act based on fraudulent procurement of patents [nondisclosure of prior art] 
iii. Held direct purchasers have WP standing even if they don’t have standing to challenge patent; claim doesn’t seek annulment of patent, but rather antitrust relief
· b/c inequitable conduct found in prior case, then P can bring WP claim 

B. Inequitable Conduct 
1. Overview: 
a. Judicially created doctrine (equitable defense- species of unclean hands doctrine)
b. Remedy evolved from dismissal of suit to enforcement bar 
c. Requires finding of intent to deceive and materiality 
d. Charge expands scope of discovery 
2. “Atomic bomb” of patent law
a. Validity defenses are claim specific- inequitable conduct renders entire patent unenforceable (if one claim found invalid)
b. Inequitable conduct may ‘spawn’ antitrust and competition law claims 
c. Grounds for possible award of attorneys’ fees 
d. ‘common litigation tactic’- 80% 
3. ‘New standards’- Intent 
a. Specific to deceive the PTO 
b. Gross negligence does not satisfy 
i. Applicant must know of reference, know reference is material and have made a deliberate decision to withhold 
c. Where there are multiple reasonable inferences, intent to deceive cannot be found 
d. Party alleging inequitable conduct bears burden of proof 
4. ‘New standards’- Materiality
a. ‘But for’ materiality 
i. Would PTO have allowed claim if aware of undisclosed prior art? 
ii. Patentee obtains no advantage from misconduct if patent would issue anyway 
5. Therasense 
a. Infringement case, D bring inequitable conduct defense (clear smoking gun- put prior art in the EU application, but missing in US patent app.) 
b. Held invalid due to inequitable conduct 
c. Dissent says majority comes close to completely abolishing inequitable conduct 
6. Eon-Net v. Flagstar 
a. P sues D for infringement; D brings defense of litigation misconduct 
b. Baseline litigation filed in bad faith 
i. D didn’t infringe patent; as written description refutes patent holders claim construction; Eon’s ‘troll-like’ behavior- complaints against ‘plethora’ of Ds, settlement demands lower than cost to defend (nuisance value settlements)
7. Sham exception to antitrust immunity 
a. To strip away immunity: 
i. Must be objectively baseless 
ii. Must conceal attempt to harm competitor 
· Improper motive to harm competitor 
iii. Still have to do antitrust analysis, this just strips immunity
b. Established by Noerr 
i. Antitrust immunity premised on Constitutional rights to influence government action (e.g. right to petition, due process) 
ii. But no Noerr immunity if sham to injure competitor 
c. PRE v. Columbia Pictures 
i. Supreme Ct. holds litigation is not subject to sham exception unless litigation is ‘objectively baseless’ 
ii. Sham analysis 
· Columbia asserts infringement of public performance exclusively 
· PRE asserts antitrust counterclaims, based on sham litigation 
· 9th Circuit: hotel room held not to be a public place 
· S. Ct.: lawsuit must be objectively baseless; and must conceal attempt to harm competitor 
· Proof of sham merely deprives antitrust defendant of immunity- antitrust violation must still be established
iii. Held to have probable cause to sue; wasn’t objectively baseless- the law might have become certain in 9th circuit, the hotel room might be public performance 

C. Misuse of IP 
1. Patent Misuse 
a. Morton Salt: tying non-patented product with patented product was grounds for not enforcing patent (equitable defense) for using patent contrary to public policy
i. Couldn’t use Morton patented salt-depositor without using Morton salt tablets 
b. Also recognized in cases involving price fixing and territorial restrictions 
c. Patent misuse premised on tying now require showing of market power 
2. Copyright Misuse 
a. No Supreme Ct. authority as to existence of copyright misuse 
b. Lasercomb v. Reynolds 
i. Recognizes copyright misuse by analogy to patent misuse (4th cir.) 
ii. Even though D were not parties to software license with P (hence the infringement claim) they were still entitled to bring equitable defense to infringement based on copyright misuse based on improper term in license agreement entered with third parties 
· Even though D directly infringed, no infringement b/c copyright misuse
3. Separate products doctrine 
a. ‘key factor’ is whether tied product is a ‘staple’ 
b. Patent misuse test: is the product suitable for substantial non-infringing use? 
c. Antitrust test: separate product determination “turns not on the functional relationship between them, but rather on the character of the demand”- whether there is a separate demand (genuine dispute of material fact) 
4. Senza-Gel v. Seiffhart
a. Machine tied to process; so if want to use the process, then have to use machine 
b. Infringement on process patent claimed; found tying to constitute misuse of patent on SJ, but denied antitrust violation on SJ (must have fact-finding) 
i. Found machine was suitable for substantial non-infringing use 
5. Monsanto v. Scruggs 
a. M licenses its patented Roundup technology to seed companies 
b. Seed co. may not sell seed to growers unless growers sign license agreement limiting use to single crop; S (farmer) who did not sign, saved seeds M sues 
c. S raises patent misuse defense to infringement; counterclaims antitrust violations
d. Held: M’s ‘no replant policy’ a valid exercise of patent rights, and their ‘no research policy’ is permitted field of use restriction 
i. Uniform technology fee is a royalty fee that falls within the scope of the patent grant 

D. Patent Misuse 
1. Section 337 Overview 
a. International Trade Commission- alternative forum to address infringing products 
i. Administrative process- subject to judicial review 
b. Remedies- import exclusion and/or cease and desist orders 
i. Fast track process 
c. Requirements 
i. It is part of U.S. Tariff Act of 1930- it generally addresses unfair competition by imported products 
ii. Importation of IP infringing artifles is deemed to be unfair 
iii. Complainant must prove: 
· Infringement by imposed article 
· Existence of affected U.S. industry 
2. Refusal to License 
a. Refusal to License/ Refusal to deal 
i. No antitrust liability 
ii. Consistent with patent monopoly, absence of working requirement 
iii. But what about Standard Essential Patents (SEPs)? 
· Might be subject to a different rule in which there is an obligation to deal
b. Concerted refusal to license 
i. Sherman Act §1 offense 
c. Can prospective licensee dictate terms of license? 
i. Hard to know because no standard licensing fee 
3. Tying and bundling 
a. Princo v. ITC 
i. Sony and Phillips work together to develop best software for CD; agree to use better software (R) & incorporate it in Orange Book (tech. standards for CDs) 
· They then license out software (R), bundling it with software also created but not used for Orange Book (L)- license only or making CDs 
ii. Princo enters into license, then stops paying fees, ITC investigates when Philips sues to block imports (§337); Princo- claims patent misuse 
iii. Held: no patent misuse stating- package license is not tying, and uniform package fee minimizes transaction costs, avoids disputes 
· Bundle- getting things for free, not paying for what you don’t want; so, hard to argue tying- adding of second (+) patent doesn’t increase price 
4. Post-term Royalties 
a. Royalty obligations on expired patent unenforceable under Brulotte 
i. Are post term royalties patent misuse? 
· Yes, like tying it will force patent beyond its scope, forcing the licensee to pay royalties beyond the terms of the patents [tying good- patent before term ends, tied good- patent after term ends] 
ii. You cannot collect royalties on a patent once expired or invalidated 
b. Compare Warner Lambert (Listerine)- royalty obligation on trade secret is enforceable notwithstanding general disclosure 
i. Trade secrets do not have natural term 
ii. No federal policy to justify preemption of operation of state contract law  
c. Brulotte work-arounds 
i. Payment of royalties may be deferred beyond expiration of patent 
· But royalties cannot be ‘based on’ post-term commercialization 
· Base the royalties in the patent term, but finance out 
ii. Brulotte is triggered by the last-to-expire patent when multiple patents are licensed (bundles) 
iii. Where patent and know-how are licensed together, royalties may continue beyond patent expiration so long as royalties ‘step down’ 
· So after the patent expires, the royalty must go down in price, but may continue is licensed with know-how 
d. Kimble v. Marvel 
i. Kimble makes Spiderman web wrist shooter; patented; patent wouldn’t be useful without Spiderman trademark; licensed to Marvel out of a settlement of an infringement case 
ii. Upheld Brilotte- a patent holder cannot charge royalties for the use of his invention after its patent term has expired; stare decisis- preserve parties’ expectations; deferred to congress if they want to change; ROR hard to calc

V. Software 

A. Copyright Software 
1. Copyright 
a. Copyrighted expression not confined to literal elements 
b. Idea/ expression doctrine- ideas are not copyrightable; expression are 
c. Facts are not copyrightable
d. Other non-copyrightable elements 
i. Scenes-a-faire doctrine 
· ‘Stock characters’ belong to public domain- not copyrightable 
ii. Merger doctrine- when only a few ways to express the work, the idea merges with the expression 
iii. De minimis doctrine- the copying is so little that the case is frivolous/ a trifle 
e. Lotus v. Borland 
i. L created first spreadsheet, contained menu commands; B doesn’t copy spreadsheet, but uses the menu commands 
ii. Held not protected by copyright because a “method of operation” 
· Though software can be copyrightable under literary work
· Menu commands part of the public domain b/c method 
2. Infringement of Nonliteral Elements 
a. Abstraction-filtration-comparison test for substantial similarity for infringement of nonliteral elements of software 
i. Abstractions 
· Isolate each level of abstraction-moving from code and ending with ‘ultimate function’ 
· Six levels of abstraction 
· Main purpose of program (most vague)
· Structure/ architecture 
· Modules 
· Individual algorithms or data structures 
· Source code 
· Object code 
ii. Filtration 
· Separate protectable expression from non-protectable material (ideas+)
· Idea/expression doctrine; facts not protected 
· Uses merger doctrine, elements dictated by external factors, public domain elements 
· Similar to stock characters, merger doctrine 
iii. Comparison 
· What remains is protectable expression 
b. CAI v. Altai 
i. CAI claimed Altai appropriated parts of their ‘Adapter’ computer program; Altai admitted to copying in its 3.4 version, but not 3.5 version 
ii. A-F-C test: Object and source code not identical in 3.5; parameter lists/ macros: few were similar, others in public domain or functional; services required: determined by OS/ other programs; typical way programming analysis runs 
iii. Held: Nothing at the literal level that infringes; and may not have anything protectable beyond the original level (software infringement must be on the literal code)- nothing substantially similar in 3.5 so no infringement 
3. Fair Use of Software 
a. ‘Intermediate’ copying of object code 
b. Section 107 fair use ‘four factors’ applies to software:
i. The purpose and character of the use, including whether is is for profit or nonprofit 
ii. The nature of the work 
iii. The amount and substantiality of the portion used 
iv. The effect the use has upon the market
c. Defense, so only bring up if being sued for infringement; court must consider all four factors, and reversible if by error ct. doesn’t
i. However, not an exclusive list so can add other factors 
d. Sega v. Accolade 
i. A coped S’s copyrighted code to disassemble in order to make games compatible with S’s gamming consul; didn’t use any of the code in games 
ii. Held: copying for disassembling was fair use b/c: 
· 1. A had a legitimate, non-exploitative purpose for copying- competing in video game field (public benefit)
· 2. Games have lower degree of protection than normal literary work b/c some unprotected aspects cannot be examined w/o copying
· 3. Even though copied whole thing didn’t matter- intermediate copy for just the purposes of disassembling 
· 4. May have affected the market, but video game players tend to buy more than one game; and the games themselves were different 

B. Patent Software and Business Methods 
1. What is Software? 
a. Computer Code: instructions that are “processed” by computer; computer-implemented invention 
b. Code “languages”
i. Source code: programming language 
· “high-level” code often readable by humans
· human expression- protectable by copyright 
ii. Assembly language: intermediate step
· alphanumeric labels (convertible to binary)
iii. Object code: binary by convention
· “low-level” computer-readable code (bits, 0s & 1s)
· usually not readable by humans or editable
· can be disassembled/decompiled to yield assembly/source code
· infringes if designed to emulate instructions (non-literal copying)
· no infringement if designed to uncover ideas in the source code
· performing the coded functions does not violate copyright
· to extent object code is functional, it isn’t copyrightable subject matter
· but violates patent if the program is patented 
iv. Machine code
· parts of object code executed by specific components
2. Software Patents 
a. Software embodiments
i. Integrated into operation-specific chip (in computers, etc.- hardwire) 
ii. Stand-alone code (for general purpose computer)
· In machine-readable medium (e.g., CD, flash)
b. Software programs must meet all patent criteria
i. § 101 - Subject matter
ii. § 101 - Utility
iii. § 102 – Novelty & statutory bar
iv. § 103 – Non-obviousness (“inventive step”)
v. § 112 – Written description, enablement, best
c. Subject matter 
· Includes process, machine, manufacture, composition of matter; excluded laws of nature, natural phenomena, [or] abstract ideas 
d. Gottschalk v. Benson, 409 U.S. 63 (1972)
i. Method for converting decimal into binary
ii. Rejected by the Court
· the “invention” could be performed through any machinery or without any apparatus, 
· simply emulating a mental process 
· the mathematical formula involved had no substantial practical application except in connection with a digital computer, and 
· the result of granting a patent would be to improperly issue a patent for an idea
e. Diamond v. Diehr (S.Ct. 1981)
i. Devices using computer programs are patentable
· Unpatentable element doesn’t affect patentable parts
f. USPTO Examination Guidelines for Computer
i. Software apart from devices would be ok
· If embodied on machine-readable medium (e.g., CD)
· If it does something (i.e., its useful)
· E.g., we claim a program storage device readable by a machine, tangibly embodying a program of instructions executable by the machine to perform method steps
3. What is a Business Method? 
a. Plan or system for conducting business 
i. or improvement thereof
ii. A process
· Embodied in software (if computer-implemented)
b. How to protect?
i. The idea
· Can’t protect ideas 
ii. The expression
· Can’t protect because not creative, novel, or unique 
iii. The operation
· Also can’t protect this, so SW model not protectable 
4. Business Model Patents 
a. State Street Bank v. Signature Fin 
i. Data Processing System for Financial Services”: computer processing of data relating to a mutual fund to maximize efficiency and tax advantages, requires computer but not one dedicated to this software
ii. The transformation of data by a machine through a series of mathematical calculations constitutes a practical application of a mathematical algorithm
· §101 extends to “"anything under the sun made by man."
· Patentable if produces a useful, concrete & tangible result
b. After State Street Bank 
i. Patent rush- huge increase in BMP apps, mostly for e-commerce; controversy- stifle competition, BMPs are low quality, don’t really advance knowledge 
ii. First Inventor Defense Act: BMP unenforceable against prior user greater than a year 
c. Bilski v. Kappos 
i. Claim: A method for managing the consumption risk costs of a commodity sold by a commodity provider at a fixed price- consisting of 3 steps 
ii. Held: This invention is just an abstract idea
· Concept of hedging bets (using formulae)
· Use of that concept in energy markets
· Seems to require technical implementation for a process to be patentable
iii. Take away: 
· machine-or transformation test [implemented on a specific apparatus (machine), or transforms some tangible object (outside of computer)] too rigid (test can be used positively, but not negatively) some cts still use; 
· information age requires flexible test (negative pregnant of § 273(b)(1) [prior BM user]); § 100(b) “Process” definition includes methods, but sets a high bar, S. Ct. does not endorse State Street
· Business methods may be patentable, but still must be an invention
· I.e., must meet § 101, 102, 103
· Parker v. Flook: Mathematical algorithms are laws of nature
· Diamond v. Diehr: application of algorithm to rubber curing not obvious, seems that S. Ct. uses a “transformation” test there
iv. Concurrence: methods of doing business are not processes- up to congress to change; business methods do not need patent incentive (innovation motivated by business advantage, but inhibited by the prospect of patenting); BMPs are per se unpatentable 
d. Life after Bikski 
i. Interim PTO Guidelines for Process Claims: machine-or-transfer test major factor; some cts use; however, S. ct. continues to limit software patents 
e. Alice Corp v. CLS 
i. Claim: method for exchanging obligations- a computerized trading platform for exchanging financial information between primary parties where a trusted third party settles obligations so as to eliminate "settlement risk”
ii. Majority Approach to whether §101covers computer-implemented inventions:
· 1. Is the claim directed to an ineligible concept?
· laws of nature, natural phenomena, abstract ideas
· 2. If so, are there additional elements in claim that apply (transform) those concepts?
· this is a “search for an inventive step” to make sure the claim is more than the ineligible concept
· a claim that recites an abstract idea must include additional features (novel & useful implementation) to ensure that the claim not simply a drafting effort to monopolize the idea
iii. Held: 
· 1. Yes: abstract idea of intermediated settlement (fundamental economic concept) 
· 2. Method claims (to perform the settlement) rely on generic computer implementation 
· merely implementing a mathematical principle on a computer is not a patentable application of that principle
· each step in this claim simply recites an economic concept 
· computer only performs generic computer functions
· a software program running on a general purpose computer must do more than manipulate numbers; it must do something outside the computer
f. PTO Guidelines on Subject Matter Eligibility 
i. Pen & Paper Test: 
· Does the program do more than simply perform a mental step
ii. Are there non-abstract elements?
· e.g., transmitting data over the Internet
· controlling an app’s display on a mobile device
· controlling functions outside of the computer
iii. Basic Principle: software must embody an inventive concept
g. Apple v. Samsung 
i. Apple’s program runs on server separately; Samsung’s program runs in app 
ii. Held not infringing b/c Samsung’s does not run separately 
5. BPMs under AIA
a. Tax Strategy Patents
i. Unpatentable – AIA § 14 (does not include tax preparation software)
ii. (d) Nothing in this section shall be construed to imply that other business methods are patentable or that other business method patents are valid. 
b. Transitional Post-Grant Review for BMPs
i. Expanded PGR for existing BMPs 
· PGR otherwise applies only to apps filed after 2013
C. Subject Matter in International Law: 
1. EPC Art. 52 (1): European patents shall be granted for any inventions which are susceptible of industrial application, which are new & which involve an inventive step 
2. EPC Art. 52(2): not regarded as inventions: (c) schemes, rules and methods for performing mental acts, playing games or doing business, and programs for computers
3. TRIPs Art. 27: patents shall be available for any inventions, whether products or processes, in all fields of technology (US negotiating position during Uruguay Round (leading to TRIPS) software was protected by copyright, not by patent law)

VI. Licensing/ Technology Transfer/ Standard Setting 

A. Refusals to License 
1. Parts and Service Markets 
a. Sherman Act §2 Refusal to Deal 
i. Liability for refusal to deal if harm to competition in the absence of “legitimate business justification”
ii. Aspen Skiing: essential facilities doctrine
· Importance of change of established pattern
b. Antitrust and IP 
i. Two principles
· Patent & copyright holders are not immune from antitrust liability
· Patent & copyright holders may refuse to sell/ license protected work
ii. Right to refuse has limits (Data General): 
· presumption of legitimacy may be rebutted by evidence of ‘pretext’
c. ITS v. Kodak 
i. ISOs bring §2 Sherman Act claims (attempted monopolization and monopolization) against Kodak who manufactures photocopier and microfilm equipment- including parts; competed with ISOs in service markets; in 1985/1986 Kodak refuses to sell parts to ISOs; Kodak secures agreements from OEMs not to sell parts to ISOs
ii. Section 2 showing: 
· Attempted monopolization claim (specific intent to destroy competition, anticompetitive conduct, dangerous probability of achieving monopoly power, antitrust injury); Monopolization claim (define relevant market, show defendant owns dominant share, show significant barriers to entry)
iii. Kodak asserts protection of patents and copyrights is “legitimate business justification”
iv. 9th Circuit Held: eliminates “reasonableness” element; only non-discriminatory pricing requirement remains: 
· “Any nondiscriminatory price that the market will bear”
· Thus, not (F)RAND (reasonable and non-discriminatory) 
d. ISO Antitrust Litigation  
i. Rejects ITS v. Kodak, creates circuit split
ii. If patent infringement case is not objectively baseless, antitrust defendant’s subjective motivation is irrelevant
iii. Loss of antitrust immunity is confined to: Illegal tying, Fraud on PTO, Sham litigation
· Outside these exceptions, patent holder may refuse to deal without antitrust liability
2. Interoperability 
a. Microsoft v. Commission 
i. Article 102 TFEU: abuse of dominant position (like §2 Sherman Act) 
ii. Microsoft refused to provide ‘interoperability information’ to developers of work group sever Oss; Commission orders MS to provide information 
iii. Essential facility in EU competition law
· General rule: undertaking may refuse to license IP 
· Only in exceptional circumstances may refusal to license constitute an article 102 violation: refusal to indispensable input, refusal excludes competition on neighboring market, refusal prevents appearance of new product 
iv. Relevant markets: first, client PC operating systems- Windows (MS has over 90% market share, barriers to entry, network effects); second [neighboring] market, work group server market- small or medium sized networks (MS had 60% market share, entry barriers b/c MS refuse to license) 
· Prohibited new product from appearing 
v. Held: MS had to disclose interoperability information on reasonable and non-discriminatory term (commissioner monitored) 
· Looks like a compulsory license, but not fully b/c some decisions up to parties’ still 
3. Novell v. Microsoft 
a. MS shares beta of Windows, then withdraws, limiting competitors in the application space (Office), not the Windows space (operating system)
b. Novell claimed: not sharing delayed their release of apps so locked customers into Windows (Office), also theirs could operate on other operating systems 
c. No helping hand 
i. MS Windows monopoly was not illegal 
ii. ‘Forced sharing’ would raise ‘administrability’ concerns- courts would have to define terms and conditions 
iii. Essential facilities doctrine ‘controversial’- Aspen Skiing 
iv. MS conduct (refusal to deal) not anticompetitive behavior (no §2 Sherman Act violation) 

B. Patent Pools 
1. Benefits 
a. Solution to blocking patents 
i. Justified when complementary patents block each other 
ii. More difficult to justify when competing patents are combined 
b. Solution to ambiguities as to patent boundaries 
2. Hazletine Research v. Automatic Radio
a. H licenses patents to AR; which provides for 1% royalty on selling price of radios regardless of whether sold radios practice licensed patents 
b. H sues for minimum royalties due, AR assets patent misuse 
c. Held: Not misuse to require royalties even if patents from pool aren’t used 
i. Not a tie-in scenario b/c no requirement to purchase goods or accept another license 
ii. Basing royalties on unpatented goods does not create another monopoly or restraint 
iii. Royalties are payment ‘for the privilege’ to use patents 
3. Nero v. MPEG LA 
a. Sherman Act §2 claim by N against MPEG patent pool- dismissed 
i. N asserts impermissible extension of term by addition of ‘non-essential’ patents- court finds no foundation of this claim 
· Basically saying MPEG adding new patents to extend life, but weren’t 
ii. N asserts individual licensing is ‘infeasible’, but never inquired 
· Cost to determine which patents are needed to comply w/ MPEG standard
4. United States v. Singer 
a. S enters into cross-licensing agreement with V and G; G assigned US patent application to S (allowed under §337) 8 mo. after issuance of patent
b. US brings §1 Sherman Act claim: 
i. Government proved illegal purpose: patent pool was established to exclude Japanese rivals (S had most power b/c US co.; G and V not) 
c. S. Ct. held Singer was not merely protecting its own patent, but also V and G ‘under same umbrella’- concerted action to restrain trade (anticompetitive) 

C. Standard Essential Patents, SSOs, and (F)RAND
1. Rambus v. FTC 
a. §2 Sherman Act Violation: R failed to disclose to SSO (standard setting organization) its patent interests in 4 technologies adopted in DRAM standards
b. Must prove ‘but for’ R’s act, SSO would have excluded R’s patents from standard or demanded RAND royalties 
i. Either R acquired monopoly though standardization or R avoided imposition of RAND limits on royalties 
c. Held: FTC’s claim weak so couldn’t impose royalties- insufficient evidence SSO would have selected alternative standard; deceptive conduct in avoiding RAND raises price, but does not harm competition (might still be liable in other case if able to prove the but for test) 
2. Golden Bridge v. Motorola
a. Asserts conspiracy by SSO participates to remove GBT’s CPCH technology from 3GPP standard 
b. Summary Judgment granted, b/c GBT only presented circumstantial evidence that did not exclude possibility that D acted independently; “common dislike” does not establish conspiracy; information exchange does not establish conspiracy (information exchange an important part of standard setting); SSOs ‘must exclude some products
i. SSOs are allowed to exchange information and must exclude certain products and conspiracy will not be shown by proof of ‘common dislike’ & if there is a possibility companies acted independently; must have substantial amount of proof that exclusion was a result of actual conspiracy 
3. Antitrust-Suit Injunction 
a. Unterweser factors: would a foreign litigation- 
i. Frustrate forum policy 
ii. Be vexatious or oppressive 
iii. Threaten in rem jurisdiction 
iv. Prejudice equitable considerations 
b. Microsoft v. Motorola 
i. Anti-suit injunction: Motorola obtains injunction against Xbox in Germany; Microsoft obtains anti-suit inunction in US court
· Motorola’s patent part of standard, and made RAND commitment to SSO, which doesn’t specify how to determine RAND and leaves up to parties 
· Held no injunction unless infringer refuses to pay RAND, and Motorola implicitly acknowledges adequacy of damages (b/c they demanded Microsoft pay first, that showed they would accept $, so can’t get an injunction) 
ii. US and German Lit: 
· US contract lit: Motorola then offers its standard essential patent (SEP) for 2.25% royalty per unit; Microsoft sues for beach of contract in WA (RAND obligation w/ SSO) Motorola filed patent infringement in WI 
· German patent: Motorola sues Microsoft in Germany for patent infringement, Microsoft moves for anti-trust injunction in US court, but Germany enjoins Microsoft from selling unit (Xbox) in Germany 
· US district court: finds German lit would be ‘vexatious or oppressive’ and would ‘prejudice equitable considerations’ (even if some merit, it may still be vexatious)- 9th circuit upholds ‘narrowly tailored PI’ 
4. Apple v. Motorola 
a. Apple found to be infringing on Motorola’s SEP, however denies damages b/c Motorola failed to prove that damages sought were FRAND 
b. Posner will only enjoin Apple if Apple refuses to pay FRAND royalty, and Motorola failed to prove 2.25% is FRAND 
i. Motorola implicitly acknowledged FRAND royalty is adequate compensation for license of its SEP- and would provide relief to which they are entitled 
· Implicit by agreement with SSO and demanding Apple to pay 
5. Atik’s proper method for computing FRAND royalty (NOT LAW) 
a. Determine licensing cost for patent immediately prior to adoption of standard 
b. Seek the value of ‘patent qua patent’ 
c. Confine royalty demand to patent value as distinct form SEP’s hold-up value due to its adoption of standard (what you’re entitled to pay before became SEP)
6. Apple v. Motorola (2014) 
a. Pre-eBay awarded injunction as matter of right; however, Fed. cir. Rejects per se rule that injunctions are unavailable for SEPs, finds eBay’s framework adequate basis to govern remedies involving FRAND- committed SEPs 
b. SO, in order to get an injunction must prove: (1) Irreparable injury; (2) Legal remedies ($) are inadequate; (3) Balance of hardships between P and D; (4) Consideration of public interest 
c. Injunction may be justified: 
i. Where infringer rejects offer of FRAND 
ii. Where infringer unreasonably delays negotiations 
iii. However, refusal to license may be justified if license offer is not on FRAND terms 
d. Rader- thinks Apple was holding out (unwilling licensees on FRAND terms) not Motorola holding up (SPE owner demanding unjust royalties) 
e. Prost- refusal to negotiate license does not justify injunction, unless bad faith 
f. STILL don’t know what FRAND is 
7. Additional SEP issues 
a. NPEs have different incentives 
i. Do not require access to standard 
ii. May hide technologies from standard setting process 
iii. Unlike practicing entities, do not engage in ‘tacit pooling’ 
b. Intentional withholding 
i. 18-month gap before publishing of patent apps 
ii. Patent continuation- additional or brad claims 
iii. Ambiguous patents 
c. Proper base for calculating royalties 
i. ‘smallest saleable patent practicing unit’ measure 

D. Post-sale Limitations and Exhaustion 
1. First Sale Doctrine 
a. Sale right and use right exhausted upon sale of patented article 
i. Adams v. Burke- established that territorial use restriction doesn’t survive sale
2. General Talking Pictures 
a. AT&T licenses Transformer to produce vacuum tubes for non-commercial use; Transformer sells tubes to GTP for movie (GTP knows of restriction)
b. Held GTP infringed by purchasing with knowledge of restriction 
i. Wasn’t exhausted b/c unauthorized sale 
c. Right to vend is exhausted by single unconditional (authorized) sale 
3. Quanta Computer v. LGE 
a. Quanta purchases Intel chops, uses with non-Intel memory and buses; LGE sues Quanta for infringement of its process patent (Quanta practicing method b/c they are doing the last step requires- inserting into computer to run) 
b. Sale of components that substantially embody process patent exhaust patent 
c. GTP distinguished by Quanta 	
i. Nothing in license agreement restricts Intel’s right to sell to purchasers who intend to combine Intel components with non-Intel components 
ii. Agreement permitted Intel to sell products free of LGE’s patent claims 
4. Bowman v. Monsanto 
a. Patent exhaustion permits purchaser of patented article to use, resell
i. Purchaser may not ‘make’ new articles
b. Bowman buys ‘commodity soybeans’ from local grain elevator, uses these to product late-season crop; Monsanto sues Bowman for infringement
c. S. ct treats Bowman’s planting of seeds to constitute a ‘making’ covered by patent
5. Kirtsaeng v. John Wiley 
a. §106(3)- distribution right; includes §602(a)(1)- importation right; subject to (inter alia) §109- first sale doctrine; “lawfully made under this title” 
b. S. ct. held: first sale doctrine restricts distribution rights; so it trumps importation rights- owner of a lawfully made copy can import that copy 
i. Consistent with other uses of term in copyright act 
ii. Foreign-made pirated copies subject to act 
iii. Unpublished works enjoy US copyright regardless of nationality, origin 
iv. Expectations of libraries, used books, dealers 
c. Ginsburg Dissent 
i. Majority places United States in “international exhaustion” camp
· Inconsistent with U.S. negotiating position
ii. Congress intended in enacting §602(a)(1) to provide copyright holders with right to price discriminate
iii.  “Horribles” are not so horrible (there are accommodating doctrines) 
6. Lexmark v. Impression Products
a. Upholds Jazz: no international exhaustion of patent, notwithstanding Kirtsaeng 
b. Uholds Mallinckrodt: post-sale restrictions are valid, notwithstanding Quanta 
7. License v. Sale 
a. Considerations favoring license
i. Permits tiered pricing
ii. Increases software ‘sales’
iii. Lowers prices due to scale
iv. Reduces piracy
b. Considerations favoring sale
i. Law’s aversion to restraints on alienation
ii. Forces tracing of chain of title
iii. Ignores economic reality [payment of full price]
iv. Destroys secondary market
v. Interferes with libraries, etc.
c. Vernor v. Autodesk 
i. Vernor purchases Autodesk software from Autodesk’s licensees, resells on eBay; Autodesk files DMCA take-down notice, Vernor files DMCA counter-notice and completes sale 
ii. Held: Autodesk licenses, not sells its software, so first-sale doctrine unavailable (first-sale doctrine does not apply to licenses) 
iii. Autodesk’s SLA 
· Autodesk retains title
· Agreement states nonexclusive, nontransferable license
· Agreement imposes transfer restrictions
· Agreement imposes ‘significant’ use restrictions
· Noncompliance terminates license

VII. Design 

A. Design Change 
1. Changes in product design may violate Sherman Act §2 
a. Microsoft violated §2 by integrating Internet Explorer into Windows 98 OS (having no procompetitive justification)
b. Design changes that improve product (benefit to consumers) does not violate §2 even if performed by monopolist, harm competition
c. Design improvements are “necessarily tolerated”
2. Benefit to Consumers 
a. Issuance of patent “some evidence” that change is an improvement
b. Reverse compatibility (not rendering preinstalled base of monitors obsolete) maintained customer value
c. Flexible transition
d. Discontinuation of old technology may violate §2 if it forces adoption of new technology
3. Allied Orthopedic v. Tyco Health 
a. Upheld SJ dismissal of §2 Sherman Act claim against Tyco for introducing patented OxiMax system that is incompatible with generic sensors 
b. Explained because the patent showed improvement; sensors could still be used with their old monitors, but new monitors required new sensors only (flexible transition/ reverse compatibility); innovation doesn’t violate antitrust 

B. Copyright of PGS works 
1. Useful Article Doctrine 
a. Applies to ‘pictorial, graphic, and sculptural [PGS] works’ (i.e. useful article doctrine does not apply to software, a kind of literary work)
i. see definition of PGS works in §101 for scope of exclusion for ‘design[s] of useful articles’ 
ii. PGS features must be “identified separately from, and are capable of existing independently of, the utilitarian aspects of the article”
iii. H.R. refers to physical or conceptual separability of utility and design
2. Physical/ Conceptual separability 
a. Physical: expressive element can stand alone without impairing utility of article
b. Conceptual: 
i. Temporal separability test: (Carol Barnhart) article stimulate a concept that is separable from the concept evoked by its utilitarian function 
ii. Brandir majority Denicola test: 
· If design reflects merger of aesthetic and functional considerations, no conceptual separability
· If design elements reflect exercise of artistic judgment independent of functional influences, separability exists
· Emphasizes influence of utilitarian concerns in design process
· Administrable– work gives ‘mute testimony’ of its origins
3. Brandir v. Cascade Pacific 
a. Case about ribbon rack bike rack and whether it was copyrightable as a PGS work
b. Held it was influenced by utilitarian concerns, no separability & not copyrightable 
i. “essentially a product of industrial design”
ii. Even if considered ‘minimalist art,’ ultimate design “as much the result of utilitarian pressures as aesthetic choices”
iii. Second Circuit finds no artistic element separate from utilitarian aspects
c. Dissent Winter: reduces conceptual separability to vanishing point, putting too much emphasis on designer’s process (largely fortuitous circumstances) and reasonable observer would see as ornamental

C. TM Functionality 
1. For TM must be a secondary meaning, but it cannot lock up a functional element 
2. Secondary meaning as basis for trademark 
a. Shorthand for a public association with a single source notwithstanding a mark’s inherent lack of distinctiveness (e.g. descriptive marks, geographical marks, personal names)
i. Without distinctiveness there cannot be consumer confusion
ii. Secondary meaning is acquired and high degree of proof required in order to establish TM protection; triggers recognition of exact product (McDonald’s) 
3. Functionality in product design 
a. §43(a)(3) [15 USC §1125(a)(3)] provides
i. “the person who asserts trade dress protection has the burden of proving that the mater sought to be protected is not functional”
ii. Burden to disprove functionality greater in case of expired patent
b. Functionality applies to limit protection even when distinctiveness is established (through acquisition of secondary meaning)
c. Effect of asserted acquisition of secondary meaning during term of patent
4. TrafFix Devices v. MDI 
a. MDI enjoyed patents [3,646,696 & 3,662,482] on its “spaced apart” dual-spring design; MDI asserts design acquired ‘secondary meaning’ acquired period of patent exclusivity
b. TrafFix product design would have infringed MDI’s expired patents under ‘doctrine of equivalents’ (i.e. even though TrafFix’s springs were close together and so outside MDI’s patent claims)
c. Existence of expired patent strong evidence of functionality of feature
i. So not a TM- TM cannot lock up functional element 

D. Design Patents 
1. 35 U.S.C. §171: whoever invents any new, original, and ornamental design for an article of manufacture may obtain a patent therefor, subject to the conditions and requirements of this title 
a. the provisions of this title relating to patents for inventions shall apply to patents for design, except otherwise provided 
2. 35 U.S.C. §173: patents for design shall be granted for the term of fourteen years from the day of grant 
3. Definition of Design 
a. PTO Guide for Filing Design Patents 
i. A design consists of the visual ornamental characteristics embodied in, or applied to, an article of manufacture. Since a design is manifested in appearance, it may relate to the configuration or shape of an article or to the surface ornamentation applied to an article. A design for surface ornamentation is inseparable from the article to which it is applied and cannot exists alone. 
ii. If a design is dictated by its functionality, it lacks ornamentally; and not eligible for design patent 
b. The functional device does to itself need to be patentable 
i. But this design patent will not apply to article of manufacture other than to that specific functional device specified in the patent  
4. Utility v. Design Patent 
a. A utility patent protects the way an article is used and works 
b. A design patent protects the way an article looks 
c. Both design and utility patents may be obtained on an article if invention resides both in its utility and ornamental appearance 
d. The utility and ornamentally of an article are not easily separable. Articles of manufacture may posses both functional and ornamental characteristics 
5. Drawings 
a. 35 CFR 1.152 Design drawings 
i. The design must be represented by a drawing and must contain a sufficient number of views to constitute a complete disclosure of the appearance of the design 
6. Levels of abstraction in design patent 
a. Focus on distinctive visual appearance (not the general concept of the device) 
b. Visual impression must be same (or obvious) 
i. To determine if the design was obvious: 
· Was it obvious to designer of ordinary skill in the art? 
· Compare to prior art 
· Primary and Secondary References 
· A secondary reference can modify the primary only if it so related that its ornamental features suggest application of those features to the primary 
· Unlike in utility, cannot pick isolated elements of secondary reference and add to primary- it must be suggestive 
· To be obvious, it must be obvious to a POSITA from only one primary reference, unless secondary SO similar 
c. Apple v. Samsung I
i. Apple: rectangular smartphone w/ rounded corners, bezel on side surrounding perimeter; compare to Samsung; differences: 
· Asymmetrical edges, picture frame effect, no this bezel, protrusion on edge, and not smooth 
ii. Held not obvious because secondary device that would possibly suggest obviousness was not so related to suggest application 
7. Functional Elements in Design Patents 
a. Claim construction 
i. If a structural element is claimed, exclude the function; keep the ornamental aspect 
8. Infringement 
a. General rule: if claims read on accused device 
b. Design patent claims 
i. If, in the eye of an ordinary observer, two designs are substantially the same, such as to deceive such an observer, inducing him to purchase one supposing it to be the other (proof of actual deception not required) 
c. Must subtract features found in prior art, those are not patentable parts of the claim 
9. Damages- 35 U.S.C. §289 
a. “Whoever [infringes a design patent] shall be liable to the owner to the extent of his total profit, but not less than $250 ...”
b. Apportionment not always required (damages based on only infringing elements instead of entire device) 
10. Apple v. Samsung II 
a. Held Samsung infringing on Apple’s design patent and awarded $547 
b. Waiting on S. ct. case (granted cert.) 
i. Apple has since lost priority date due to a PGR anonymously filed, so some claims are now not included due to prior art rendering them obvious 

VIII. University Research and Government Contracts 

A. Government-Funded Research 
1. University Research 
a. Major engine of basic (fundamental) science
b. Most research faculty operate on soft funding
c. Most funding comes from federal gov’t (Via grants or contracts)
i. Med/Bio: NIH, NCI, CDC, DoD
ii. Physics/Electronics: DoD, DoE, NSF (e.g. the internet)
2. Ownership of Gov’t-Funded Inventions 
a. Before Bayh-Dole: gov’t owned IP by default
i. “what gov’t (and public) pays for, it should own.” (pub domain)
b. Patent rights / Data rights (data rights- can be valuable, usually protected by TS)
c. Whatever IP resulted from that research was the government’s 
3. Institutional Patent Agreements (IPAs)
a. Modified default rule, on case-by-case basis
i. Institution could retain IP rights
b. Exception: “march-in” rights - 35 U.S.C. § 203 (these are compulsory licenses)
i. (a) With respect to any invention ... the Federal agency under whose funding agreement the subject invention was made shall have the right ... to require the [owner] to grant a ... license in any field of use ... if the Federal agency determines —
· (1) [the owner] has not taken ... effective steps to achieve practical application of the subject invention;
· (2) action is necessary to alleviate health or safety needs;
· (3) action is necessary to meet requirements for public use; or
· (4) [the owner] is in breach of its agreements ...
ii. The gov. agency can “march into” the patent and obtain a license for themselves or third parties 
· So can require the grant owner to give a license in any field of use IF 
· Owner hasn’t taken steps to protect- sitting on the IP rights 
4. Bayh-Dole Act
a. 35 U.S.C. §200-212: University & Small Business Patent Procedure Act 
i. 37 C.F.R. § 401; Executive Order 12591 (1987)
b. Underlying Assumptions
i. Innovation is key component of economic growth
ii. Universities are centers for IP creation
iii. IP best promoted/practiced in private sector
· Gov’t does not adequately exploit the inventions it acquires through funded research
· incentivize out-licensing by research institutions
5. Disclosure & Ownership 	
a. Fund recipient must disclose inventions to funding agency
i. first, inventor must disclose to university (usually part of employment K)
b. Election re. ownership
i. recipient may elect to retain title to invention, 
· in which case, it must file patent application
ii. if not, gov’t may keep or assign rights to inventor
c. University Ownership
i. must practice patented invention or outlicense, if not, “march-in” rights
6. Oulicense by University 
a. Preference for US Industry
i. Must be substantially manufactured in U.S., unless not commercially feasible
b. Preference for small firms (less than 500 employees)
c. License to practice on behalf of US
i. Non-exclusive, non-transferable, irrevocable, paid-up 
· e.g., produce pharmaceuticals for the military
7. Standford v. Roche 
a. Holodniy agrees to assign inventions to Stanford, then assigns right in discoveries to Cetus who is acquired by Roche; issue as to who owns patent 
b. Ownership- matter of state K law, assignment matter of fed/ state law (validity of assignment- patent (fed.)/ obligation to assign in future (state))
c. Held that agreement with Cetus was a present assignment to future inventions, and agreement with Stanford was a promise to assign in future so the K with Cetus supersedes contract with Stanford. 
i. Cetus automatically gains title, and so H has no right to assign to Stanford 
d. Bayh-Doyle determines Stanford’s patent rights, but only after the title is acquired, and that is not obtained until assigned 
i. Bayh-Dole does not supersede H’s K with Cetus 
· B-D does not alter rights under the Patent Act and does not vest title by operation of law 

B. Compulsory Licensing 
1. Under 28 U.S.C. §1498
a. Species of eminent domain (taking clause)
b. Where U.S. patented invention is used or manufactured by or for the United States without license
i. Patent owner’s exclusive remedy is action in Claims Court for reasonable compensation
· Waiver of sovereign immunity and assumption of liability
ii. Authorized use or manufacture by a contractor under contract with the US shall be construed as use or manufacture for the United States
· Contractor enjoys immunity from infringement claims
2. Zoltek I – follows NTP v. RIM (Fed.Cir. 2005)
a. Stealth technology for military aircrafts; partially manufactured outside US; this suite Zoltek sues the US 
b. Direct infringement under §271(a) must be established
c. No §1498(a) remedy if not all steps of process patent have been practiced in United States [§1498(c)]
3. Zoltek II (en banc)
a. On remand, amended complaint added Lockheed, the contractor; REVERSING I
i. Found cause of action against US based on importation of good embodying process patent (Keeping Lockheed’s immunity from compulsory license) 
b. §1498(a) liability is not limited to §271(a) direct infringement 
c. Patent holder should have access to compensation in the absence of import exclusion provided by §337(l)
d. Quanta (2008) establishes method patents may be “embodied” in goods
i. Fed. Circuit finds importation of goods embodying a process patent constitutes improper use of the patented invention
ii. The infringing act [importation] occurs in the United States
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